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THE OUTLOOK 


A Peace Prospect?—The New War Situation—The Cost of Capi- 
tal—Railroad Stocks Stabilized—The Market Prospect 


HE extraordinary advance in the prices of railway stocks on the President's 
announcement that the Government would operate the roads—an advance 
Zan 46 equalled for that class of securities but few times in the history of the stock 
te market—measured the relief to the feelings of investors. 

For months holders of these stocks had been watching with growing alarm the rapid 
rise in railroad costs and wages and the more recent rapid fall in net earnings. To see the 
Government step in and take the situation in hand gave investors almost as much relief as 
Christian felt when his burden fell from his shoulders. Without stopping for much 
analysis, those who had sold hastened to buy back their stocks. 


Is There a Peace Prospect? 


HE rise in prices accompanied the announcement of the Austrian Prime Minister 
that the Central Powers would agree to a general peace “without forcible an- 
nexations or indemnities.”” Just how much influence this had toward the more 

* cheerful sentiment in this market would be almost as difficult to say as it would 
be to decide just what this broad announcement would be found to mean when interpreted 
by the militaristic rulers of Germany and Austria. 

President Wilson and Lloyd George have both said repeatedly that they consider it 
useless to negotiate with the military caste which at present controls the Central Powers. 

If they maintain this position—and neither of them is lacking in firmness—there 
appears to be very little peace prospect for the new year. 


The New War Situation 
HAT Russia will conclude a peace with her enemies, however, seems pretty well 
er assured. Where does that leave the Entente Allies and America? 





























The “‘iron ring” will be broken. The Teutons will no longer be surrounded 

by enemies. They will be able to draw gradually increasing supplies from the 

East. The Allies will then probably have no superiority in man power on the West Front 

until our own army becomes large enough to be of weight. That will be next fall, perhaps, 

or perhaps the spring of 1919; for it is no holiday task to put a million fighting men, 
properly equipped and supplied, on the firing line at the other side of the world. 

The Allies have some superiority in shell production, which they can probably main- 
tain. Their slight superiority in aircraft should be greatly increased next spring by our 
production of planes. They will continue to control the sea and will gradually reduce the 
submarine menace to shipping. But so far as can be predicted now, neither side will have 
any such predominance as would enable it to win the war before next fall at the earliest— 
barring the possibility of an unexpected collapse or revolution in Germany. 

America, fresh in the struggle, will not accept a compromise peace unless forced to it 
by the weakness of our allies—and neither France nor Britain have as yet given any indi- 
cation of such weakness. 
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The Cost of Capital 


F this is the correct view of the war prospect, can there be any considerable fall in 
long-term interest rates? It is difficult to see how. Money for practically all 
maturities is now on a 534 to 6% basis at New York. At that level it pays the 
banks to avail themselves of Federal Reserve rediscount privileges, and their 

doing so on a large scale keeps the rate from going any higher. But with further Gov- 

ernment loans in prospect, on a scale that would a few years ago have been thought entirely 
out of the question, capital for investment must apparently remain scarce and high. 

On the other hand, suppose peace should come. It would be practically a German 
victory. Disarmament would be impossible so long as the military caste remained in 
control of the Central Powers. Suspicion and distrust would certainly continue. Such a 
situation, with our capital depleted through the war and our industrial plants enlarged 
beyond the requirements of peace, could hardly be expected to create enthusiasm in invest- 
ment markets. A “‘peace boom” on such a basis would probably be short lived. 


The Railroads Stabilized 
HE effect of Government operation must be to a great extent to remove from rail- 


road stocks the inducements to speculation or wide price changes. Any one who 

has a little patience can now sit down with pencil and paper and figure out what 

any railroad stock will earn for the remainder of the war with a fair approxi- 
mation to accuracy. 

The only thing left for railway prices to do appears to be to discount any possible 
changes in dividends which the Government might decide on; to discount the approach of 
peace—if any one can decide what the position of the rails will be when peace comes; and 
to adjust themselves to the conditions of the capital market and interest rates. 

With earnings guaranteed by the Government, the position of railway stocks will not 
be much different from that of railway bonds, so far as the immediate future is concerned. 


Rising Costs for Other*Companies 
HE President’s announcement immediately caused a rise of half a point in the 
"TT average of railway bonds and a drop of three-quarters of a point in public utility 





bonds. Some public utility bondholders were quick to see that it was to their 
: advantage to shift into the companies having the Government guaranty be- 
hind them. 

The railroads are now protected against rising costs. Not so the public utilities and 
the industrials. The latter are especially affected by the inefficiency of labor which always 
increases in direct ratio to a rising wage scale. Labor inefficiency is becoming a serious 
problem with the steel companies, which at the present time are operating on a basis of 
from 35% to 50% of capacity. 

This month will see most of their old contracts completed by the steel companies, 
which from now on will devote their attention to Government business. The factors of 
fixed prices and limitations of profits become operative. These developments are not such 
as to reassure the holders of steel stocks. 


The Market Prospect 


INCE. mid-October we have several times suggested the purchase of high grade 

S| railroad stocks on sharp declines. The recent order of President Wilson has 
been enthusiastically welcomed by speculators and investors, but it remains to be 

seen how much real benefit railroad shareholders will derive. Our opinion is 

that the recent advance in railroad stocks has about discounted the good features of this 
situation, and we therefore believe that those who take advantage of the rally and once 
more turn their stocks into money will have an opportunity to repurchase at a lower level 
before the war is over, or in case of peace before the effects of the aftermath have been felt. 
The industrials are in a somewhat different position, since many of these companies 

are handling a tremendous volume of war business; but heavy taxes, rising costs and high 
wages will greatly reduce their profits. We cannot as yet see a basis for any consiclerable 
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Pertinent Comment 
On Vital Factors in Finance and Business 








(SY g )F a life-time of study and broad ex- 
be perience count for anything—and 
they usually do—ex-Senator Bur- 
ton’s article in this issue on the fu- 
ture of security prices ought easily to be the 
most valuable contribution to that interesting 
subject which has appeared for years. 

ee 


Og Rt) 
b. obi 


—41_ 


Mr. Burton’s It was about two 
Notable years ago, at the San 
Prediction Francisco convention of 


the Investment Bankers, 
that Mr. Burton boldly predicted a mounting 
trend of investment yields—or in other words, 
lower prices for bonds and for non-specula- 
tive stocks. It was a keen and far-sighted 
forecast, directly opposite to the views of most 
observers at that time. The result has amply 
proved the soundness of his conclusions. 

Mr. Burton takes little stock in the view 
sometimes expressed, that a permanent inter- 
national peace agreement, with reduction of 
armaments, lifting from the oppressed world 
the constant fear of war, would start both the 
security markets and general industry upon an 
era of increasing activity. On the contrary, 
he foresees a period of high interest rates and 
low security prices after the war. 

“Se Se 


Civilization Early in the war the 
in the theory was advanced 
Maelstrom that the period of high 


interest rates and low 
prices would come early in the struggle, and 
that once the belligerents were adjusted to the 
new conditions, war economies and credit ex- 
pansion would counterbalance war expendi- 
tures, so that the broad tendency would be 
toward moderate interest rates and higher se- 
curity prices. 

It was a pretty theory—for an ordinary 
war. But the present death-grapple is a war 
of peoples, not of armies. The other wars of 
the past half century look like skirmishes com- 
pared with the world-engulfing maelstrom into 
which civilization has now been swept. Our 
Civil War was a desperate struggle, but it was 
local. It embraced only a single nation. The 
Franco-Pressian War was a mere holiday ad- 
venture—just such an excursion to Paris as 


the Kaiser planned for 1914. 


It is useless to try to reason by analogy 
where no analogy exists. 
a: oa ee 


What Happened Even after the Civil 
After the War, the **‘Peace 
Civil War? Boom,” as it has been 

called, was a boom in 
industrial activity rather than in security 
prices, as a brief inspection of the history of 
that period will show. 

We had no excess profit laws then, no fixed 
prices, no oppressive income taxes, no Govern- 
ment control of industry. Private profits were 
unlimited and speculation was uncurbed. The 
result was a rising stock market from 1861 to 
the spring of 1864. 

But from the moment when it became clear 
that the war was really won and that the 
collapse of the South was only a matter of 
time, a bear market set in which continued 
until Lee’s surrender. For several years there- 
after the general level of prices went no lower, 
but on the other hand showed little ability to 
rise. A long period of comparative dullness 
in the markets followed. In 1868 and 1869 
a small advance occurred, then the downward 
trend was resumed, and the permanent turn 
for the better did not come until 1877. 


* * * 


Uncle Sam From the enthusiasm 
Shoulders of the market over the 
the Load Government’s guaranty 


of railroad earnings 
under war operation, one might almost have 
supposed that the railroad problem was 
solved. On the contrary, it is very little 
changed, except that Uncle Sam has taken 
over the load. 

Congestion of traffic, insufficient labor, 
inadequate maintenance, scarcity of equip- 
ment, rising wages, depletion of the country’s 
supply of capital—all, all are there, the old 
familiar faces. But while the war lasts they 
are the Government's problems. Investors and 
railway managers alike heaved a big sigh of 
relief when Uncle Sam got on the job. 

Nevertheless, in some ways the Govern- 
ment can do much better than private enter- 
prise in this matter. The Government can 
now get capital for probably, 414% where 
the railroads have had to pay 7%. Gov- 
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ernment can run the Erie’s ramshackle equip- 
ment into the Pennsylvania's palatial New 
York Terminal, even though its splendid walls 
may shiver from the shock. The Government 
will not haul Pittsburg coal into Ohio and 
Ohio coal back into Pennsylvania—although, 
unless it mends its ways, it may ship car loads 
of canned goods to Governor's Island and 
then re-bill them fo Spartansburg, S. C. 


The Golden She has a better job 
Haired Siren counting bullets in a 
Says Adieu munition factory. They 
offered her two dollars 
a week more than you paid her, and she never 
did like the way you comb your hair anyway. 
The office boy has gone, too. His brother 
has been drafted off the delivery wagon and 
Sammie is taking his place. 

But cheer up, the worst, etc. The labor 
shortage will get worse before it gets better. 
The Government is just getting into its swing 
on the war work with one hand, and with the 
other it is pulling more and more men into the 
draft. And it all means plenty of work at 
good wages, and prosperity for millions of 
people, along with adversity for some others. 


The obvious remedy 
But Sure— is to divert labor from 
We Hope the non-essentials to the 

essentials. But the prac- 
tical application of that remedy is not so easy. 
It is useless to take a workman off some non- 
essential unless he can be at once put to work 
at something which will contribute more di- 
rectly to the winning of the war. The reor- 
ganization of industry which that involves is 
necessarily a matter of time. 

Again, it is useless to make things for the 
army in France or for our allies unless we 
have the ships to send the things abroad in. 
It is useless to pile up war materials which 


Rather Slow, 


the railroads cannot move to the seaboard. 
Until we can use labor to advantage on war 
work, peace activities might as well continue 
—amust continue, in fact, if workmen are to 
escape want. 

Unfortunately it is in building ships—the 
most vital point—that divided counsels have 
delayed us most. No one is inclined to de- 
mand perfection of the Administration, and 
nearly all of us are satisfied that the Presi- 
dent’s judgment is sound and clear when once 
formed, but some of us are inclined to feel 
that it is a little slow. 

— - ~@ 

Have you so soon 
forgotten that Christmas 
box of cigars I gave you 
(previously presented to 
me by wifey)? Each shivering fellow is 
blaming the other shivering fellow for the coal 
shortage. The coal men say they have 
mined more than ever before, but the railroads 
can’t haul it. The railroads say they are 
hauling it, but there isn’t enough to go around. 
Irresponsible newspapers say that the coal 
barons, whoever they may be, have all the 
coal in a pile somewhere and won't let any- 
body have any of it, just out of cussedness. 

It is easy to understand that more soft coal 
is being burned than ever before—but why 
should more anthracite be used? What has 
become of all the anthracite, anyway ? 

But stay—how much anthracite have you 
in your cellar? How much has Jones got, 
across the way? Even with our limited 
knowledge of coal cellars, we have heard of a 
number which have bulging bins to provide 
against emergencies. And if all the people 
who have cellars laid in an extra two tons 
each, how many of the people who buy coal 
by the basket would have to go without? 
You figure it—our editorial adding machine 
is suffering from overstrain. 


A Little More 
Heat, Please, 


Dear Janitor! 








THE DEBACLE IN RAILWAY BONDS 
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The Future of Investment Security 


Prices 


Why Prices Have Declined—Tremendous Competition for 
Capital—Broad Economic Factors Now Operative— 
What Will Be the Effects of Peace? 








By THEODORE E. BURTON 


Presi f the Merchants National Bank and Author of “Crises and Periods of Industrial 
wea " and Commercial Depression” 





(SY g )L would be a rash man, indeed, who 
» 4 would attempt to foretell the im- 
‘ mediate future of the security 

market. Conditions were never 
more clouded by uncertainty. There is a 
multitude of perplexing questions to which 
no one can venture an answer with confi- 
dence. 

How long will the war last? What 
amount of money must be obtained by loans 
or taxation? To what extent must private 
ownership give way to public control and 
how will that control be exercised ? 

During the continuance of the struggle 
there will, no doubt, be alternations of vic- 


tory and defeat, some of which may mean 
the creation or loss of fortunes and all will 
substantially affect the prices of stocks and 


bonds. Nor is the uncertainty limited to 
the duration of the war or to the length of 
a probable armistice, during which definite 
terms of peace will be concluded. 


What will be the aggregate destruction of 
man power and capital? Will popular gov 
ernment win a complete triumph when 
peace is secured? Will the civilized world 
be one armed camp or will there be an era 
of partial disarmament? Will the efforts 
of civilized peoples be exerted merely to 
secure a living under a regime of rigid eco- 
nomy, or will luxury and extravagance run 
riot again? Will there be developments 
similar to those in the years preceding 1914 
in which there was a marvelous growth 
of colossal enterprises and world-wide 
organization, giving a larger scope to trade 
and industry and to human. existence it- 
self? 

Upon the answer to these questions must 
depend, in large degree, the social and eco- 
nomic life of nations, the course of prices, 
rates of interest with the related problem 
of the price of securities. 


The very depressing decline in the quo- 
tation of securities in recent weeks has not 
been without very substantial reasons. This 
country has changed from an unprecedented 
position of advantage while enjoying the 
attitude of a neutral and reaping enor- 
magus profits from supplying the demands 
of warring nations, to participation in the 
war. There is every indication that the 
cost of the war to us will exceed the sum 
total of our national expenditures in all 
the hundred and twenty-five years from the 
beginning of the American nation, amount- 
ing to nearly thirty billions of dollars. We 
have just awakened to the magnitude of the 
contest, our fortunes are inseparably bound 
up with those of our allies; their defeats 
are our defeats, we must share grief and 
mourning with them. 

Demands of War 

The demand for the sinews of war must 
take a very large share of the profits of 
capital and may demand a considerable 
part of accumulations. In the supreme 
effort for the nation’s very life, it has be- 
come necessary to assume control of the 
agencies of production and distribution and 
to cut down or even eliminate profits by 
price-fixing. There are disquieting reports 
of military operations and dread uncer- 
tainty which is always one of the worst 
foes of successful business. There has 
been widespread apprehension that in this 
emergency the powers that be would refuse 
or postpone fair returns upon invested capi- 
tal. It has been regarded as an established 
fact that in a season of rising prices or in- 
ftation, the wages of labor and the profits 
of retail dealers are much slower to receive 
an increase commensurate with increased 
costs. It would seem that we must now 
revise our conclusions and include with 
these two, invested capital, especially that 
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invested in railway securities. These in- 
vestments have been subject to such limi- 
tations in their earning power that a time 
of increased expenses threatens to destroy 
profits and their very stability itself. 

In the midst of this situation comes the 
proclamation of the President, one of the 
most striking events since the declaration 
of war last April. The proclamation was 
necessary for the efficient prosecution of 
the war and to extricate the railroads from 
an impossible situation. This step assures 
fair treatment for railway investments and 
indeed affords an indication of reasonable 
returns on all forms of invested capital. 
Doubtless in enacting the necessary legisla- 
tion to carry the President’s recommenda- 
tions into effect, there will be criticisms and 
radical propositions advanced in Congress, 
which will disturb the public, but in-the 
final conclusion we may be certain that the 
leadership of the President will be fol- 
lowed. 


Lack of Confidence 


After making due allowance for all the 
very unfavorable conditions which have 
existed, it is difficult to explain the very 
disastrous fall in the value of securities 
which has occurred in the last few weeks. 
Confidence, always an important element in 
financial operations, has been conspicuously 
lacking. It would seem that the members 
of exchanges in which stocks and bonds 
are sold, and the investing public, have 
been in the doldrums. 

We cannot fail to recognize an impres- 
sion which may be called psychological, 
which has lately diminished the courage 
and influenced the judgment of many in- 
vestors. It is to the effect that in the up- 
heaval which must follow the war, investors 
must not only look back to an enormous 
destruction of wealth, but forward to a 
social change equivalent to a revolution in 
which there will be a disposition to look 
with disfavor upon enterprises. 
Such a disposition would manifest itself in 
the taking over by governments of 
such as have been enjoyed in the past, and 
of branches of endeavor mage under 

ivate . ‘The probable out- 
onan of en teehee would be to sub- 
ject the values of securities to the vicissi- 
tudes of politics. 


Nevertheless, in this atmosphere of 


gloomy anticipations there are prospects 
favorable both to the country and to in- 
vestment securities. The rude shock which 
was inevitable because of our entrance into 
the war has passed. We are learning how 
to adjust ourselves to a new and frightful 
situation. There have been almost revolu- 
tionary changes in the objects for which 
money is expended, but we are rapidly be- 
coming accustomed to these changes. A 
spirit which makes for co-operation and 
more perfect organization is becoming crys- 
tallized into action. The people are awak- 
ening to an intelligent realization of the 
increased income made necessary by the 
soaring expenses of organizations which 
have issued securities, and this promotes a 
more liberal disposition in favor of higher 
rates for the services which they perform. 
The billions which have been taken from 
the people in the way of taxes and loans 
can be more promptly distributed in the 
ordinary channels of circulation. Although 
there will be an almost unlimited waste of 
resources, there will still remain a very 
large amount of capital for investment. We 
have every reason to expect that the policy 
of Congress and the Administration will be 
characterized by fairness. Unless there be 
serious defeats or adverse conditions in the 
prosecution of the war, we may hope that 
these factors will have a favorable effect 
upon the security market. 

It must not be forgotten, however, that a 
startling feature in the values of invest- 
ments during the continuance of the war 
will be the wide fluctuations in quotations. 
These fluctuations will be determined in 
the first instance by the course of events 
on the battlefields of Europe. Any attempt 
to accurately foretell what will happen there 
would be futile. The best illustration af- 
forded in this country of the effect on prices 
caused by the varying fortunes of war is 
found in the prices of gold in the years 
from 1862 to 1865. On July 11, 1864, in 
a discouraging season, the price was quoted 
at 285, while less than eleven months later 
it sold at less than half that figure. 
There are other obvious grounds for fluctua- 
tions such as the strain imposed by require- 
ments for loans and taxation, crop pros- 
pects, etc. 

Tn a general way, we may say that rates 
of interest and the t value of 
securities depend upon the relation between 
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capital and the demand for it. Because of there has been a strain upon capital un- 
the war, there has been an unprecedented heard of heretofore. The obvious index or 
demand for capital since 1914. There has proof of this is found in the great magni- 








THEODORE E. BURTON 


been am enormous increase in the require- tude of loans and taxes required for the 
ments for food, steel, copper, textiles and prosecution of the war, and in the very high 
many other articles. In producing these prices which prevail. Let us take an 
and locating them where they are needed, obvious illustration: The quantity of chem- 
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icals required for the manufacture of ex- 
plosives is many times greater than for- 
merly. This requires new construction for 
manufacture; vastly increased quantities of 
raw material, a multiplied labor cost and 
more ships and agencies for transportation. 
All such operations require enormous ex- 
penditures and divert capital from ordinary 
lines of investment. Thus rates of. interest 
are higher and the prices of securities are 
lower. 

‘Conditions at the Immediate Close of 

the War 

A distinctive condition seems probable at 
the immediate close of the war. Presum- 
ably there will be a marked slackening of 
activity, the volume of commercial loans 
will diminish, and it is probable that rates 
of interest on short time paper will fall, but 
as regards long time investments, certain 
facts will be clearly in evidence. There will 
be very exceptional demands for capital for 
the restoration and rehabilitation of that 
which has been destroyed, for supplying 
deficiencies which have not been met during 
the war by reason of high prices of material 
‘and the difficulty of obtaining labor, as in 
the case of railroads and building enter- 
prises. It is probable that the peculiar fea-, 
ture of this period, which certainly will be 
one of readjustment and threatens to be 
one of depression, will be the discrimina- 
tion between different offerings for invest- 
ment and the taking stock of securities 
already issued. We may anticipate a waiting 
attitude and an unusual degree of caution 
in making loans. It would seem natural 
that high grade securities would com- 
mand a ready sale, but those which are in 
any respect questionable will be of doubtful 
value and difficult to dispose of. In such a 
time we may expect a rise in the price of 
Liberty Bonds. 

There is plausibility in the opinion of 
those who believe there will be an almost 
immediate revival of industrial activity 
when peace is declared; some even predict- 
ing there will be a perfect riot of specula- 
tion, because of the exuberant spirit due to 
the termination of the frightful struggle. It 
does not seem probable, however, that after 
so terrible a wrench in the economic life of 
nations, normal operations can be resumed 
unt'l the forces of industry and commerce 
have time to survey the situation and square 


themselves with tle new conditions which 
arise. 

What will be the condition of business 
and of the security markets when peace is 
fully assured, that is, after a transition 
period between the cessation of hostilities 
and more normal conditions? We cannot 
leave out of account the many billions of 
securities issued by the governments of 
Europe and of the United States, nor the 
destruction of property and waste of re- 
sources, the effects of which must be felt for 
many years in the future. On the other 
hand, the great sources of production will 
remain: the soil, the mines, the forces of 
nature. Among all people there will be an 
intense desire to regain what has been lost 
—a new spirit of cooperation, a more per- 
fect organization, and all the results which 
follow a great awakening. 

In my judgment, however, the main effect 
upon the value of securities will depend 
upon the readiness with which the progres- 
sive movement in trade and industry and in 
the promotion of human betterment, which 
existed up to 1914, can be resumed. It is 
possible that the great majority will be en- 
gaged in the mere struggle for existence in 
which the elementary necessities of life will 
satisfy demands for a considerable time. 
If such should be the case, there would be 
a period of severe economy and the abound- 
ing activity which was so much in evidence 
from 1900 to 1914 would be lacking. Such 
a condition would tend to prevent a fall in 
the value of securities. On the other hand, 
there may be an early resumption of the 
activities which preceded the war, charac- 
terized by colossal enterprises, great expen- 
ditures of capital on public works, and in 
developing outlying portions of the earth 
and restoring and improving the equipment 
of the older countries of the world. 

‘It cannot be overlooked that in fhis war 
one fact which has been emphasized has 
been the growing scarcity in certain com- 
modities such as meat and wheat and var- 
ious essential raw materials. At the be- 
ginning of the war the production of these 
articles was not keeping pace with the in- 
creased demands of consumption. As a re- 
sult of this, it would seem that the whole 
world will be scoured for new sources of 
supply which will necessitate the expen- 
diture of millions in less developed 
countries or for increased production in the 
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older portions. If this should be the case, 
there would still be a pressure on capital 
which would tend to maintain high rates 
of interest and lower values of securities. 


Interest Rates 


An impressive lesson can be derived from 
conditions existing prior to 1914. From a 
study of these conditions, it will appear 
that the prices of securities may be knocked 
down, not merely in war, but in peace as 
well. It was at one time regarded as an 
axiom that in the progress of years, with the 
growth of capital and wealth, greater secur- 
ity of property and readier enforcement of 
contract rights, rates of interest would de- 
cline. 

In the year 1900 a leading insurance 
company in this city sent out a circular note 
of inquiry to leading financiers of the 
country asking their prognostication as to 
future values of investments. The over- 
whelming majority of the answers predicted 
a fall in rates of interest and a rise in the 
values of securities. This prediction did not 
prove to be farseeing. Although there were 
recessions in interest rates lasting for a year 
or more, the downward tendency in security 
values, government and others, in the years 
preceding 1914, was very marked. The aver- 
age price of English Consols in 1907 was 
84; in May and June, 1914, 74-7. A simi- 
lar fall occurred in the years preceding the 
war in French and German Governmental 
Three Per Cents; French rentes were quoted 
in 1908 at 96.2, in May and June, 1914, 
at 89.75, a fall of 6.45 points in six years. 
German Three Per Cents were quoted at 
85.2 in 1908, in May and June of 1914, at 
77.4, a fall of 7.8 points. Russian Four 
Per Cents, because of the improved credit 
of the Empire, increased in value from 
1908 to 1912, but in the two years from 
1912 to 1914 fell from 93.9 to 88.95, a 
fall of 4.95 points in two years. Canadian 
Three Per Cents fell from 107 in 1896 to 
82 in 1914. This last illustration is a val- 
uable one, as it shows tendencies in the 
securities of a new and rapidly growing 
country. 

The same tendency was manifest in rail- 
way and high grade securities. The 5 per 
cent debenture stock of the Great Western 
Railway of England sold for 202 in 1896, 
yielding less than 21%4%; in 1914 it was 
125, yielding 4%. After making due al- 


lowances for all extraneous influences, such 
as’ political agitation, the larger indebted- 
ness of the principal nations, the greater 
offerings of foreign and other bonds pay- 
ing high rates of interest, there can be no 
adequate explanation of this uniform rise 
in rates of interest except a largely in- 
creased demand upon capital. The same 
downward tendency appeared in American 
securities. The yearly average prices of 
twenty-five representative bonds in 1902 
was 99.36; in 1908, 87.43; in 1914, 83.50. 
Correspondingly, rates of interest have 
risen. A painstaking article in the Royal 
Statistical Journal giving by years the 
average rate of return on the quoted 
value of investments—including those is- 
sues in which the aggregate amount ex- 
ceeds £900,000 and excluding those hav- 
ing less than seven years to run—shows the 
average return in 1899 was 4.16%; in 
1906, 4.48%; in 1913, 4.98%. Shares 
were estimated to pay %%. per annum 
more than bonds. 


Effects of Social Progress 


What was the reason for the fall in the 
values of securities in the fifteen years or 
thereabouts preceding the war? Broadly 
speaking, the answer must be found in most 
significant movements in the social, politi- 
cal and economic life of the whole civilized 
world. These fifteen years constitute a 
period in which there was an unparalleled 
advance in industry and commerce, and the 
betterment of conditions for the human 
race. Many enterprises of colossal magni- 
tude and enormous cost were prosecuted, 
the utilization of which must be long de- 
ferred, or the full advantage of which must 
necessarily be postponed for a considerable 
time after completion. We need only in- 
stance, as an illustration, the Panama 
Canal, costing $400,000,000 and requiring 
nearly ten years for its construction. 
Every enterprise which locks up so large 
an amount of capital, and for so consider- 
able a time, deranges the relation between 
circulating and fixed capital, and empha- 
sizes the different effect of nearby and re- 
mote realization. It is characteristic of 
every progressive era that exceptional ex- 
penditures are made for the preparation of 
equipment in anticipation of increased con- 
sumption or the supply of new demands in 
the future. This causes derangement in 

















462 THE MAGAZINE OF WALL STREET 





the supply of capital and increases rates of 
interest. 
Diversion of Capital 


Even more important, however, was the 
consumption of so large a share of the 
world’s capital for purposes which do not, 
in an economic sense, confer the same im- 
mediate benefits, as was customary in a 
less progressive period. Capital has been 
diverted from the usual channels in which 
it will reproduce itself and transferred to 
a use in which no direct economic result 
can be expected. Part of this use of capi- 
tal has been helpful and aided human 
progress, a part has not. In the latter 
class may be included the increasing share 
of capital expended for luxury and extrava- 
gance. The former, while conferring sub- 


‘stantial benefits, has not afforded the same 


returns as would be obtained from the ordi- 
nary uses of capital prior to the time when 
the demands for the amelioration of condi- 
tions were less insistent. It is illustrated 
by the establishment of parks, playgrounds, 
improved sanitary conditions in cities, 
higher standards in architecture, more 
commodious dwellings, greater opportuni- 
ties for recreation and amusement. In 
brief, an almost universal improvement in 
human conditions and surroundings. None 
of these are to be rejected because they are 
costly. They prove that, with superior 
equipment, for production and greater con- 
trol over nature, it is possible to raise the 
standards of living. 

After making due allowance for destruc- 
tion of capital and the staggering burden 
of national debts, it is hardly conceivable 
that the forward movements which were 
so manifest until 1914, can be long post- 
poned. This will mean at least two gen- 
eral classes of investments which will re- 


quire very large sums of money: First, 
for restoration; second, for betterment of 
social conditions and for further develop- 
ment of industrial enterprises necessary to 
meet the demands of an advancing civiliza- 
tion. The effect of these factors upon the 
investment markef cannot be over-estimated. 
Avolicants from all over the world will be 
bidding against each other; all available 
capital in New York and in the other finan- 
cial centers of the United States will 
be subject to unusual demands. Borrow- 
ers will obtain the limit. This must mean 
a continued strain upon capital, the ten- 
dency of which will be to lower the value 
of securities, not to the present level, but to 
figures comparable with those prevailing 
before the war, or even lower. While any 
forecast of conditions which will exist at the 
end of this world-wide cataclysm must be 
largely conjectured, there are other facts 
which seem comparatively certain. The 
difference between gilt-edged securities and 
those of doubtful quality will be accentu- 
ated. Applications will be subjected to the 
most careful scrutiny. The values of all 
existing securities will be very substantially 
affected by the competition of new offerings 
for which high rates of interest will be 
offered. 

Like all the operations of business and 
the range of prices, the security market is 
subject to cyclical movements. It was be- 
lieved by many competent persons that in 
the year 1913, the period cf rising rates 
of interest would come to a close. Indica- 
tions point to high rates of interest and 
comparatively low prices of securities after 
the wat. This condition will naturally con- 
tinue until, in the course of years, the sav- 
ings of the people overtake demands for 
loans, when again there will be a tendency 
toward lower rates and higher values. 











CONSTRUCTIVE SHORT SELLING . 


Strange as it may seem for some 
who sold chem Steel at 600, 


a 
when the market 


ple to realize, it cannot be denied that the short seller 

dwin Locomotive at 140 and General Motors at 850 was 

1 constructive in the sense that he helped to retain the equilibrium at a time 
was in great danger of skidding off the track. 


machinery 
Just now, with all the market uncertainties, there are sound judges of values who distrust 
their own bullish verdict, because the field is not open to short sellers to enter the lists 


against them. 


The market which has two sides to it is always more convincing than a market which has 


a side and a half. 


It is mrs to note that recently the commodity markets where short selling is ab- 


solutely unrestri 
went down.—Odd Lot Review. 


rose on diverse news while stocks (which really are commodities too) 



































Rails Under Government Guaranty 


Earnings Which Will Be Allowed on Their Stocks—The 
Question of Dividends 





By G. C. SELDEN 





T is not an absolate guaranty, of 
course. The President has au- 
thority under the law to take 
over and operate the roads but 

Congress may have something to say about 

the compensation which shall be allowed 

them. It is possible that Congress may 
think that to allow all the roads average 

earnings for three years preceding June 30, 

1917, gives too much to the strong roads 

and too little to the weak ones. 

There is something to be said in favor 
of this idea. So long as the roads were, 
in theory at least, merely. private enter- 
prises, it was none of the Government’s 
business which one made money and which 
one lost, so long as the public was properly 
served at fair rates. But when all the 
roads are taken over and used as a part 
of our war machinery, the situation is dif- 
ferent. Have we a right to demand of the 
stockholder in a weak road that he turn 
his property over to us for war purposes 
without compensation, even though he had 
not succeeded in making it pay previously? 

On the other hand, since the strong roads 
will certainly not be permitted to raise their 
dividend rates over those customarily paid 
heretofore, any surplus of earnings over 
dividends will be used for maintenance, 
equipment or improvements made neces- 
sary by the war, and if the Government 
should take part of this surplus away from 
them it would probably have to be spent 
in about the same way nevertheless. 

On the whole, it seems probable that 
the President’s ideas will be carried out 
* without important changes. The weak 
roads will need more help in their new 
financing than the strong ones, so that their 
stockholders may indirectly benefit in that 
way. 
It is not possible to figure accurately the 
per cent on the stocks of the various roads 
that will be shown under the proposed ar- 
rangement until decision has been rendered 
as to exactly what will be included in “net 
income from operation.” The figures given 
in the table herewith are, however, believed 
to be not far from the mark. They are 
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arrived at by taking the average net earn- 
ings after taxes for the three year period 
and applying it to the present capitaliza- 
tion, with estimated allowances for changes 
in other income. 

There is naturally a wide variation in 
these earnings, because of the very different 
results obtained by the companies in the 
three year period which is made the basis. 
The great differences in the per cent of 
these earnings to current prices are less sig- 
nificant now than before the Government 
took over the roads, because there is very 
slight possibility that even the largest earn- 
ings would be thought to warrant any in- 
crease in the dividend rate. The excess 
of earnings over dividends will presumably 
go into the property as heretofore, but the 
stockholder will not get any benefit from it 
until after the war, and what will happen 
then is very uncertain. 

Greater interest attaches to the income 
yield on the price, obtainable from present 
dividends. Changes in dividends, while 
not absolutely precluded by the President's 
plan, will presumably be made only in spe- 
cial cases and for special reasons. If the 
dividends could be regarded as stable and 
guaranteed by the Government, there would 
be no reason for any differences in income 
yield for the different stocks. 

While this degree of stability has not 
been provided for, it is now more closely 
approached than before Government opera- 
tion, and logically the differences in in- 
come yield for the various stoeks should be 
less than heretofore. That has, in fact, 
been the tendency in the few days which 
have, at this writing, elapsed since the 
President’s action. 

It will be a delicate matter to adjust 
prices to the new situation—even more 
delicate, perhaps, than before. A few of 
the considerations that enter into it are: 

How long will the war last? © 

After the war, will it be possible for the 
Government to let go, and for the roads 
to return approximately to their former 
status? 

If so, what will be their physical condi- 
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tion? Will it have been improved by heavy 
expenditures in order to handle the heavy 
business of the war, or will it have depre- 
ciated through overstrain on facilities and 
equipment ? 

Will their financial position be better as 
a result of money obtained through the 


let go) and they have an excellent chance 
of being better off. 

We know that the railroad systems of 
European belligerents have depreciated 
heavily since the war, and if the war con- 
tinues after 1918 it seems probable that 
our own roads will suffer similarly—every- 








OUTLOOK FOR RAILWAY STOCKS UNDER PROPOSED GOVERNMENT 


GUARANTY 
ss # 
— 
ct ¢ : s #8 Z 
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a ) | ee ee Sie 
A. T. & S. Fe, com........... $6 6.99% $12 8534 13.99% 
Atlantic Coast Line, com..... 7 7.52 ll 93 11.82 
Baltimore & Ohio, com....... 5° 9.43 5.6 53 10.56 
Chesa A | eer rer 4 7.76 8.5 51% 16.5 
Chicago, Gt. West. pfd...... 0 0.00 34 24% 13.73 
Chic., Mil. & St. Paul, com.... 4 8.53 5 4672 10.66 
Chic., R. I. & Pac., com....... 0 0.00 5 23 21.73 
Chic., Northwestern, com... .. 7 7.36 9.8 95 10.31 
Colorado & So., com......... 0 0.00 4.5 23 19.56 
Delaware & Hudson.......... 9 8.37 13 107% 12.09 
Delaware, Lack. & Western... 10 5.88 16.7 170 9.82 
Erie, let pfd.............00+. 0 0.00 7 2814 24.88 
Great Northern, pfd.......... 7 7.78 9.7 897% 10.79 
Illinois Central R. R.......... 6 6.45 11.3 93 12.15 
Kansas City So., com.......... 0 0.00 3.1 1854 16.64 
Lehigh Valley R. R., com..... 5 8.83 5.7 565¢ 10.06 
Louisville & Nashville........ 7 6.28 17 111% 15.26 
New York Central........... 5 6.98 10.8 715g 15.07 
New York, N. H. & Hartford.. 0 0.00 2.1 323% 6.48 
Norfolk & Western, com...... 7 6.67 *14 104% 13.34 
Northern Pacific R. R......... 7 8.12 9.1 8614 10.56 
ee Tere 3 8.51 4.4 47 9.36 
Reading R. R., com.........- 4 5.52 10.1 723% 13.95 
Seaboard Air Line, pfd....... 0 0.00 3.5 18144 18.91 
Southern Pacific ............ 7.18 115 8314 13.77 
Southern Ry., pfd............ 5° 854 13 5814 22.22 
Union Pacific, com.,.......-. 107 8.69 14.8 115 12.86 


*Last dividend deferred. Rate uncertain. 


tIncluding 2% extra. 








Government at low rates of interest, or 
will jit have been weakened by a further 
enlargement of bond issues as compared 
with outstanding stocks? 

So far as can now be foreseen, the weak 
roads ought to get some benefit out of the 
new arrangement. Having been badly off 
to start with, they are not likely to be any 
worse off when the Government is through 
with them (assuming that it is able to 


thing and everybody will have to suffer, 
and the railroads could hardly hope to 
escape. 

In the meantime, there is one factor 
which will have a constant influence on 
the price of railway stocks, and that is the 
price of capital. There is only one answer 
to that. The average interest rate on non- 
speculative investments must rise until 
there are genuine signs of peace. 
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Leading Opinions 


About Financial, Investment, Banking and Business Conditions 





Financiers on 


Govt. R. R. Control 


Comment by national figures in business 
and finance on the Government’s move in 
taking over the control of the railroads is 
almost unanimously favorable. We quote 
here with some worth-while opinions: 


J. P. Morgan: 


“In my opinion the President’s action should 
be a great-relief to the situation. The rail- 
roags, with every desire to help as much as 
possible in winning the war, have found them- 
selves hampered by division of authority and 
by the competitive policy imposed on them by 
law. As this situation could only be relieved 
by Federal action, it is a great satisfaction to 
see that action taken. I am sure that Mr. 
McAdoo will have the heartiest co-operation 
from every one in the great task he is under- 
taking.” 


James Speyer: 

“As an investor in railroad securities and 
as a citizen I am very much pleased at the 
President’s order, and particularly with the 
statement accompanying it. I have no doubt 
that as Director General of Railroads Secre- 
tary McAdoo, having the power, will insist 
and succeed in arranging the necessary co- 
ordination and co-operation between the dif- 
ferent railroad lines. The railroad problem, 
however, is largely a financial one, and I, 
therefore, believe that the selection of the 
Secretary of the Treasury for this important 
new office is particularly fortunate because 
Secretary McAdoo will realize how closely 
related a fair and liberal treatment of those 
interested directly or indirectly in our rail- 
roads is in connection with general and indus- 
trial activity, and particularly so in connec- 
tion with the future financing of the war,” 


Charles H. Sabin, president of the 
Guaranty Trust: 


“President Wilson’s action in taking over 
the railroads impresses me as being a conserv- 
ative and statesmanlike move, which can have 
only a beneficial effect upon the business of 
the country, the security market, and the 
Prosecution of the war. 

“It was impossible for the railroads, without 
some -form of Government co-operation, to 
meet the demands upon them, and the plan 
outlined by the President is both equitable and 
business-like, protecting the roads and serving 
the public. Greater co-operation, increased 


efficiency and improved credit will all result 
from the President’s move. 

Samuel Rea, president of the Pennsyl- 
vania Railroad System, said he was not 
prepared at present to make any conclusive 
Statement on the proposed Governmental 
control of the railroads. 

“He felt the present duty of the railroads 
was to study the situation and confer with the 
officers of the Government to ascertain the 
full scope of the proposed plan, and especially 
to devote their entire energy to promptly mov- 








—N. Y. American 
THE COUPLING PIN 





ing the war traffic, relying upon the recom- 
mendations and assurances contained in the 
proclamation and statement, which the Presi- 
dent believes Congress will be disposed to 
indorse. 

“Substantially, those recommendations and 
Statements are to the effect that nothing 
therein contained, expressed or implied, or 
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hereafter done or suffered under the Govern- 
ment’s plan, shall be deeméd in any way to 
impair the rights of the stockholders, bond- 
holders, creditors and other persons having 
interests in said systems of transportation, or 
in the profits thereof, to receive just and ade- 
quate compensation for the use, control, and 
operation of their property thereby assumed. 


N. L. Amster, president of the Investors’ 
Protective Association of America, who has 
just returned from Washington, said: 


“In whatever form the operation of rail- 
roads is to be taken over by the Government, 
I am sure that security holders have nothing 
to fear and everything to hope for. The public 
has not yet grasped the full significance of 
Government control. The unification of rail- 
roads will mean increasing the capacity of 
their equipment and terminal facilities at least 





—N.-Y. Herald 


THE FAT JUGGLER FROM HADES—THE HIGH- 
EST PAID PERFORMER IN THE SHOW 





10 per cent. or 15 “per cent.; in other words, 
rough common use of eqyipment and ter- 
minal facilities, the roads will be able to do 
full duty, and this alone will be equivalent to 
putting into use new freight cars, and 
a large amount of locomotive power. : 
“Most i t of all, it will create a situ- 
ation in railroad investment that will make 
for stability such as has never been known in 
this country. The Government will practically 
stand behind all legitimate railroad issues. — 
“No one should fear that the President is 





going to put the operations of the railroads 
into the hands of impractical men or bring the 
railroads into politics. I cannot say who the 
railroad dictator will be, but I have implicit 
faith in the wisdom and judgment of Presi- 
dent Wilson.” 


Declaring that government ownership of 
railroads is not in harmony with the 
American spirit and tends to create a 
central power with immense funds under 
one control, Cardinal Gibbons has taken a 
strong stand against the plan in the current 
number of the “Catholic Review.” 


The cardinal directs attention to the ten- 
dency of labor organizations to interfere with 
railroad operations, which he characterizes as 
ill-advised. 

He also charges that such organizations 
misuse their power and are in danger of over- 
reaching themselves, to the detriment of them- 
selves and others. ° 

“I find the efficiency of the American rail- 
ways much ahead of the European transporta- 
tion systems,” he says. “The government- 
owned railways abroad cannot be compared 
with the privately-owned lines in this country, 
either in service or the charges for such 
service. 

“I think it would be a mistake to consider 
public ownership of American railways, as 
such a plan would be contrary to the spirit of 
our people.” 


Jacob M. Dickinson, former Secretary of 
War, said that the results of the Pfesident’s 
proclamation in taking over the railroads 
will depend upon the men Director-Gen- 
eral McAdoo selects to carry it into effect. 


“Beyond that it is too early to hazard a 
forecast. All that we have to on so far is 
the President’s proclamation. at the legal 
effects of the seizure are going to be I haven't 
the slightest idea,” added Mr. Dickinson. 


W. F. Fitzgerald of Boston says: “The 
showing that Secretary McAdoo will make 
on the railroad situation will be so astound- 
ing and successful that it will probably 
make him the next president of the United 
States. 


“The action of the President in taking over 
the roads is the most important happening 
that this country has ever wn. 

“It will provide transportation and cause an 
enormous reduction in expenses. 

, Re tage will be justly compensated and regu- 
ated. 

“Capital. will receive its pro return. 

“Credit and confidence Vk deve: the 
financing of this war will be a simple problem. 

“We are probably approaching a get-together 
period, when the American citizen will be seen 
at his best.” 
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“No Real Sugar 
Shortage”—E. F. Atkins 


Edwin F. Atkins, the sugar authority, 
when asked for his views on the existing 
sugar famine in New England and the 
North said to the Boston News Bureau: 

“There is no real shortage in the sugar 
supply of the world, the total crops of 1917 
being slightly over those of the previous year. 
Leaving the central powers out of the calcula- 
tions both as to production and consumption 
the world’s crops were: 


Ss. coache uals eae 16,560,000 tons 
SL as tnhetadinghems 16,584,000 “ 
, Stig SR ya 16,770,000 “ 


“The consumption of the United States 


alone for 
SEER 3,801,000 tons 
cr ks ck nice sa orem 3,658,000 “ 


“Statistics for 1917 are not yet completed. 

“Certain countries and certain sections like 
New England have for a month or more past 
been entirely without sugar and will not get 
much relief for a couple of weeks or more, 
but this is due more to difficulties of transpor- 
tation, owing to war conditions, than to a 
shortage of stocks. 

“Coming crops for 1918 promise to be ample 
to supply all demands if they can be moved. 
In fact, the efforts of the food commission to 
stimulate production, are meeting such success 
that unless the confectioners and manufac- 
turers are started up as soon as arrivals be- 
come free, there will be a danger of heavy 
accumulations of stock later in the season, par- 
ticularly in the producing countries.” 


“Buy Government 
Certificates”—E. H. Gary 


Considerable interest was manifested in 
the announcement by Elbert H. Gary, 
chairman of the board of the United States 
Steel Corporation, to the effect that his 


concern had already purchased Govern- 
ment certificates of indebtedness to an 


amount of $250,000,000. 


“The corporation thoroughly believes in 
these Government certificates. We have pur- 
chased about two hundred and fifty million 
dollars of them and are holding them for next 
June. That shows how we feel. Big tax- 
payers will be doing their country and the 
business community a great service in re- 
sponding generously to the Secretary’s offer- 
ing. It is highly necessary that the payment 
of the huge was taxes he distributed over a 
sufficient period of time if we are to avoid 
strain and confusion at a time when it is most 
necessary that our economic and financial ma- 
chinery should be working smoothly. 

“As for the securities themselves, I need 
hardly do more than point to the example 
of the Steel Corporation’s investment in them 


as proof of my recommendation. They have 
the security of the United States behind them; 
they bear four per cent. interest and they al- 
low the investor certain tax exemption priv- 
ileges. He may, therefore, through his in- 
vestment in them, do both himself and his 
country a favor.” 


Babson Warns of 
Industrial Conflict 


Prof. Roger W. Babson warned members 
of the Rotary Club at their luncheon in the 
ballroom of the McAlpin, N. Y., to pre- 
pare for the world-wide industrial conflict 
that will follow the great war now raging. 
He said: 

“There are two wars in progress today. 


One is between nations and the other is be- 
tween classes. The longer the first war lasts 

















—WN. Y. Tribune 
PLENTY OF WORK AHEAD 





the more terrible may the industrial conflict 
be at its close. We are now preparing for the 
war between nations. Let us not fail to pre- 
pare also for the industrial war which is sure 
to ree 

“Considering the fact that only 3 per cent. 
of the 100,000,000 people of the United States 
had income enough last year to pay an in- 
come tax, and that 51 per cent. By Bow are 
able to change laws, confiscate property and 
put labor in supreme co , some ask 
why they have not already done so. There 
are three reasons: 
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“1. Labor and the radical element is di- 
vided among itself and cannot agree. 

“2. Both labor and capital have failed to 
recognize the importance of management. 

“3. All parties lack the courage to tackle 
the real cause of the difficulty, namely, the 
descent of industrial control through inherit- 
ance. - 

“When, however, any two of these obstacles 
are removed, ‘something will be doing’ unless 
business men now unite for somé really con- 
structive program. The present method of 
each side staring at the other, = to 
even talk things over together, cannot long 
continue.” 


“Must Strengthen 
Finances”—W. G. McAdoo 


In view of the necessity for prepara- 
tions for a larger measure of international 
demand upon our national resources, the 
Secretary of the Treasury, Mr. McAdoo, 
in his annual report urges State banking 
institutions to join the Federal Reserve 
system. 

“Intelligent men all over the country are,” 
he says, “beginning to realize that the financial 
power of the United States should be strength- 
ened to the utmost limit if we are to meet 
successfully the tremendous strain upon our 
resources occasioned by our own part in the 
war and by the credits which it is essential 
that we should extend to the foreign govern- 
ments co-operating with us in the war, and if 
we are to be equal to the demands, in a large 
measure, at least, of world leadership, which 
will inevitably be thrust upon us as a result 
of the war.” Continuing, the Secretary says: 

“Financial strength can come alone from a 
consolidation of the financial power of the 
country under one homogeneous system. It 
can not be had under the present arrangement, 
involving, as it does, 49 separate banking sys- 
tems or banking controls in the United States. 
In the Federal system we have the one co- 
hesive and powerful financial organization in 
the country. In addition to the Federal sys- 
tem, we have 48 different systems, authorized 
by and administered under the laws of ‘each of 
the States of the Union. This is a serious 
element of weakness, and will be proven so 
when the test of greatest responsibility and 
need comes.” 


“Need for Good 
Business”—F. A. Vanderlip 
The life of business must be subordi- 
nated to the life of the nation, but it will 
not be ruined by the war, Frank A. Vander- 
lip, chairman of the National War Savings 
Committee, declared in an address at Fort 
Worth, Texas, on the general war financing 
plans. He urged wholehearted support on 
all citizens of the thrift campaign, which, 


he insisted, is necessary to win the war. 


“We can appropriate for aeroplanes and 
ships,” he said, “but we can only build them 
if you and I permit them to be built. That 
is the only way, if you and I will forego 
other things that they may be built. 

“But you may say, ‘what does that mean 
—what does that mean to business?’ We are 
interested in the future of business. You 
must have good business as a background 
for floating these billions of loans. You 
want people to refrain from buying and 
stop great clashes of business. You may 
say business men must live. But must they? 
A lot of men are going into this war that 
won't live. And it is a good deal more com- 
fortable, I believe, if one even had to have a 
receiver than to have an executor. 

“No one needs to be alarmed that we are 
going to suddenly disorganize all business. 
If each and all of us will do our best with 
our own affairs and do our best to carry the 
lesson to others we may open the work- 
shops sufficiently for the Government to 
perform the tremendous duty that is ahead 
of it. We cannot possibly so cut down the 
production of luxuries, of unnecessary 
things, of the non-essentials, that we will 
utterly disorganize business. So we do not 
need to be afraid ofsaccepting this lesson, of 
acting on it ourselves, of getting others to 
act on it. The great work of the day is to 
win this war.” 


“Great Britain Will 
Not Repudiate”—Law 


Great Britain will not repudiate her war 
debt, declares A. Bonar Law, the Chancel- 
lor of the Exchequer, in an open letter 
which he has caused to be published and in 
which he denounces rumors that the coun- 
try would fail to meet some of the liabili- 
ties jncurred in the war. In his letter the 
Chancellor says: 

“I am glad to have an opportunity of deal- 
ing with the rumors that are, I find, current 
throughout the country with regard to the 
possibility of the Government repudiating its 
liabilities. 

“I should like to state, and to state as 
strongly as I can, that in my opinion no Brit- 
ish Government, present and future, will seek 
to break faith with those who have placed 
their financial resources at the disposal of the 
State in this crisis of its history. Such a policy 
would not only mean that the Government 
of the United Kingdom was in the hands of 
men who were blind to all considerations of 
national honor, but would, to my mind, in- 
volve the overthrow of any Government that 
adopted it. 

“The repudiation of State liabilities would, 
in my judgment, be as disastrous as it would 
be dishonorable. Nothing after the war will 
be more important than to preserve and 
buttress the fabric of the national credit, and 
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nothing would so easily undermine it-as the 
refusal of the Government to honor its debts. 
It would, indeed, be impossible for a Gov- 
ernment which had destroyed its credit by 
repudiating its liabilities ever to borrow again 
should circumstances arise in which it was 
necessary to do so. In short, repudiation 
spells national dishonor and national dis- 
aster.” 


Leading Banking 
and Brokerage Opinions 


Goodbody & Co.—The market has now 
reached such a low level and good bonds and 
stocks have become so unbelievably cheap that 
most investors have become extremely pessi- 
mistic; they have reached the conclusion that 
stocks are not as valuable as they seem to be 
and that fundamental conditions must be very 
unsound. They will not believe their eyes 
when they see gold dollars offered at 75 cents. 
The lower the offered prices the more certain 
are our wily investors that something is rot- 
ten somewhere. 

Present prices for both bonds and stocks 
are below panic prices. We would, perhaps, 
be having a panic now if we were not at 
war and if our banking conditions were no 
better than they were in 1907 or in 1893, 
The Federal Reserve system is our best war 
measure. Without it we could not do what 
we are now doing, in borrowing and loaning 
billions on various kinds of paper. Without 
this system our financial structure would have 
broken down, last summer, and the doors of 
many of our banks would now be closed or 
half closed. : 

Beyond question, numerous of our financial 
institutions would now be insolvent, if they 
had to liquidate at present prices. Not only, 
however, are they permitted to carry securi- 
ties on their books at maturity values but they 
can rediscount their commercial paper at the 
Federal Reserve Banks. 


Shonnard, Mills & Co.—During the troub- 
lous times in France following the close of 
the reign of Louis-Philippe in 1848 and cul- 
minating in the February revolution, the 
French 3% rentes fell to 32.50, the lowest 
point reached in the entire history of the 
country’s public debt as now constituted. 
At that time, so the story goes, the head of 
the great English banking house of Roths- 
child instructed his agents to buy all the 
French rentes offered. : ‘ 

“What!” they exclaimed in a veritable panic. 
“Buy rentes when the streets of Paris are run- 
ning red with blood?” 

“Yes!” was the quick retort. “When do you 
expect to be able to buy them any cheaper? 

While not vouching for the authenticity of 
the above anecdote, we feel that it points a 
strong moral. 


Sheldon, Dawson, Lyon & Co.—There has 
unquestionably been a good deal of investment 
buying in small lots. Much stock has been 
taken out of the market by the small investor, 


and this is significant, as history shows that 
in the t declines such buying has created 
a = 8 which eventually turned a declining 
market. 


Hayden, Stone & Co.—Ordinarily, in pe- 
riods of low stock prices, commercial business 
is at a low ebb and the business man can ad- 
vantageously use his idle funds in the pur- 
chase of securities. Today, however, business 
in most lines is extraordinarily active, and 
with the high price of commodities the ordin- 
ary business man has immediate use for all of 
his funds, so this usually dependable buyin 
power is absent. The amounts that will still 
be néeded to finance the war are also over- 
whelming, yet as against this it is to be noted 
that the decline in values the last year is equal 
to about twice the value of the Liberty Loan 
bonds so far absorbed. 

War, with all its human and property wast- 
age, is indeed terribly depressing. We are a 
mercurial people and, today, we can see only 
the dark side. We are not always going to 
be at war, and if we have faith in anything, 
we must believe that we are coming out of 
this triumphant and, meantime, property values 
are not going to be entirely destroyed. No one 
can tell just when the markets will have 
registered all the terrible losses involved, but 
we firmly believe that the time is not so very 
distant when we shall look back upon the prices 
now being recorded as a sort .of nightmare. 


Keane, Zayas & Potts—The market has 
nothing to fear but fear. The Government is 
not going to destroy it, nor is it going to de- 
stroy the value of the securities in which the 
market deals, nor the plants or properties 
which these securities represent; but it is in- 
terested in increasing the efficiency and out- 
put of these plants and properties, and in 
doing that it necessarily must increase their 
earning power and their earnings. We con- 
tinue to advise the purchase outright of the 
standard shares. 


Richardson, Hill & Co—An unquenchable 
demand for cash which is making itself felt 
with increasing urgency in commercial and 
financial circles as the date for the second 
Liberty Loan instalment approaches, greatly 
curtails buying power in the security mar- 
kets, despite a level of prices which is en- 
tirely out of line with intrinsic values. This 
pressure is now probably near its maximum. 
and when it relaxes, as it should after the 
turn of the year, there may be a smart recov- 
ery in the stock market. That this procedure 
is contingent upon favorable developments at 
home and abroad goes without saying. Pres- 
ent forebodings of overwhelming Teutonic 
forces breaking through on the Western 
front, augmented by 2,000,000 prisoners re- 
leased from Russian internment camps, may 
give place to more sanguine expectations. 
The technical position of the market is suffi- 
ciently sound to furnish a firm foundation for 
a substantial upturn should sentiment veer to 
a more hopeful point of view. 
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LEADERS IN AMERICAN FINANCE AND BUSINESS 


W. J. HARAHAN, PRESIDENT, SEABOARD AIR LINE RAILWAY 


“I read The Magazine of Wall Street regularly and find it of 
great assistance, not only because it covers the financial field satis- 
factorily but also because it contains investment news and sugges- 


tions of interest and value to in- 
vestors, whether large or small.” USSfttana+ ’ 


No. 14 in the series of successful men who read THE MAGAZINE 
OF WALL STREET 
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Midvale Steel’s Outlook 


Earnings of Past Two Years Have Largely Offset Over- 
capitalization—Financial Condition Strong— 
Present Earnings and Outlook 





By FREDERICK LEWIS 





IDVALE STEEL & ORDNANCE 
CO. was born at almost the height 
of the war boom in the steel in- 
dustry. Its date of incorporation 
was October 5, 1915. It is a 

holding company, having acquired practi- 
cally the entire capital stock of the Mid- 
vale Steel Co. and the Worth Bros. Co. 
of Coatesville, Pa., the property and busi- 
ness of the Coatesville Rolling Mill Co. 
and the entire capital stock of the Reming- 
ton Arms Co. of Delaware. 

Early in 1916 a controlling interest in 
Cambria Steel Co. was acquired. Other 
companies controlled are the Buena Vista 
Iron Co., owning land in Cuba, estimated 
to contain 300,000,000 tons of iron ore, 
the Union Coal & Coke Co., with 5,200 
acrés in Washington County, Pa., and the 
Pittsburgh-Westmoreland Coal Co., with 
15,000 acres of high grade coal land in the 
- same district. 

The stock of the Midvale Steel Co. was 
taken over at $230 a share, or $22,000,000; 
the stock of the Cambria Steel Company at 
$81, or about $70,000,000; the Worth Bros. 
Co. and the Coatesville Rolling Mill prop- 
erties cost $18,500,000 and the stock of 
the Remington Arms Co. of Delaware 
$20,000,000. 

As these properties were purchased in a 
period of unusual prosperity prices were 
paid that would have seemed ridiculous be- 
fore the war. It can be taken for granted, 
therefore, that when Midvale Steel & Ord- 
nance was organized the common stock 
represented water to a very large degree. 

Rifle Manufacture Unprofitable 

In the first place the $20,000,000 - paid 
out for the stock of the. Remington Arms 
Co. of Delaware was money practically 
thrown away. This was a company formed 
to fulfill a contract for rifles amounting to 





$60,000,000, for the British Government. 
It is ancient history the way American 
manufacturers fell down on these rifle con- 
tracts. Remington Arms was no exception. 
Difficulty in getting skilled labor, delay in 
delivery of the necessary machinery, etc., 
soon banished any ida a of this contract re- 
turning a profit at all in line with the in- 
vestment represented. 

‘This unprofitable venture, combined 
with the fact that very high prices were 
paid for its other properties, would under 
ordinary circumstances make the outlook 
for the Midyale stockholder a very blue 
one. What saved the situation to a large 
extent was the unprecedented prosperity of 
the steel industry. Huge profits have been 
piled up by the steel companies in the past 
two years and the Midvale properties re- 


MIDVALE STEEL 
High and Low Prices of Stock 
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ceived their due share of this prosperity. 
As a result Midvale has been able to 
squeeze most of the water out of its stock. 

For the year ended December 31, 1916, 
Midvale Steel & Ordnance earned $15 a 
share on its stock, after charging off $3,- 
560,277 for depreciation. For the nine 
months ended September 30, 1917 surplus 
available for dividends was $23,353,466, 
after deducting $4,941,245 for deprecia- 
tion and $22,139,582 for war taxes. This 
is equal to $11.60 a share on the 2,000,000 
shares of stock outstanding, par $50, or at 
the rate of $15 per share per annum. 

In 1916 no dividends were paid and in 
1917 dividends totaling $6 a share were 
distributed to stockholders. In the two 
years ended December 31, 1917, Midvale 
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earned approximately $30 a share on its 
stock, after all taxes and liberal deprecia- 
tion charges, of which $6 a share was paid 
in dividends, leaving $24 a share added to 
assets from earnings since organization. 

At present prices of around $44 a share 
the stock is selling only $20 a share above 
the asset value added in the past two years. 
This would not appear to be an unduly 
high price on the face of it, but it should 
be remembered that the steel business is 
of the prince or pauper variety. When con- 
ditions are favorable profits are huge, but 
in periods of depression the pendulum 
swings the other way just as violently. 

Fluctuating Earnings 

For example the year 1914 waS a very 
poor one for the steel industry. In that 
year the earnings of the properties that now 
compose the Midvale Steel & Ordnance Co., 
after interest and depreciation, only totaled 


of the larger steel companies are well aware 
of the competition that will have to be 
faced after the war and are building up 
the financial strength of their companies so 
they will be able to hold their own. Mid- 
vale Steel is fortunate in having one of 
the best managements in the country, prac- 
tical steel men who are in the habit of look- 
ing a long away ahead. This management 
has built up an excellent organization and 
has a well balanced lot of properties, hav- 
ing taken care to secure a source of supply 
of raw materials that will not be exhausted 
for many years to come. 


Outlook for 1918 
- The prospects of Midvale Steel for 1918 
are for large gross earnings, but surplus 
earnings available for dividends are likely 
to be smaller. The full force of the re- 
duction in steel prices by the Government 
will be felt in 1918 and it is possible also 
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"$1,657,608 which is equal to’82 cents a 


share on the present 2,000,000 shares of 
capital stock. The argument is made that 
such poor conditions are not likely to oc- 
cur again. In this connection it is well 
to consider the great expansion that has 
occurred in the steel industry in this coun- 
try since the war. The capacity of nearly 
all the important companies has been 
greatly enlarged. When the next depres- 
sion occurs, this will tend to make com- 
petition all the keener. 

The keen brains that guide the policy 


that war taxes will be still more burden- 
some. While Midvale Steel is in strong 
financial condition, with working capital 
at the present time in the vicinity of $70,- 
000,000, any material reduction in earn- 
ings would undoubtedly place the present 
$6 dividend in danger, for the reason that 
the management, which plans a steady ex- 
pansion of its business, will desire to put a 
large part of its earnings each year back 
into the property. 

Compared with other prominent steel 
companies, Midvale leoks relatively high. 
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Republic Iron & Steel, Lackawanna Steel 
and United States Steel since the war have 
put back into the property from earnings 
very nearly the present market price of 
their common stocks which is a consider- 
ably better showing than Midvale has made. 
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Moreover, these companies will earn more 
on the present price of their common stocks 
in 1917 than will Midvale. 

With a strong cash position and an un- 
usually capable management Midvale, 
however, should be able to hold its own 
fairly well with the other steel companies 





in the country. Although the corporation 
is only a little more than two years old it 
has pretty thoroughly demonstrated that it 
is going to be a success. But while an 
optimistic view of this company’s future 
seems justified, that doés not necessarily in- 
dicate that the stock is now on the bargain 
counter. The steel industry has undoubt- 
edly passed the peak of its prosperity and 
a falling off of profits is the likely thing 
to expect for some time to come, especially 
in view of the heavy taxation. 

It is true that the company has received 
large orders from the Government for guns, 
shells and ship plates, but while these or- 
ders run into many millions it must be re- 
membered that profits will be kept down to 
modest proportions and a large part of 
these profits will be taken away in the form 
of taxation. 

When such seasoned corporations as 
United States Steel, Republic Steel and 
Lackawanna Steel are earning more on 
their market price than is Midvale it is a 
pretty good indication that the latter is 
commanding a price that has not entirely 
discounted the uncertainties in the pres- 
ent situation. When all these facts are 
borne in mind the present would not appear 
to be an auspicious time to make an in- 
vestment in Midvale Steel stock. The 
bonds, however, can be regarded as an ex- 
cellent purchase at present levels, as the 
working capital exceeds the total outstand- 
ing bonds by several millions 
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Baltimore & Ohio’s Dividend 
Why It Was Postponed—Progress of the Company for the 
Last Decade—Outlook Under Government Operation 





WILLIAM T. CONNORS 





HE postponement of dividend ac- 
tion by the B. & O. directors for 
one month came as something of 
a surprise to investors interested 

in that stock. Some comfort was extracted 
from President Daniel Willard’s state- 
ment, since he is closer in touch with the 
probable attitude of the Government to- 
ward the roads than any other railroad 
official : 

“Action was postponed because of the 
present unfavorable conditions. The board 
naturally desired to make as large a dis- 
tribution to shareholders as was justifiable, 
and it was hoped that there might be some 
favorable developments within the next 
few weeks which would support a more 
liberal action than would now be possible.” 

President Willard went on to say that 
“it was evident that the operations of the 
year would show earnings applicable to 
the common stock of less than 5%.” This 
statement was, as the November returns 
have since shown, based on a knowledge 
that poorer results than expected had been 
obtained during November and December. 
Earnings so far given out indicate about 
5% for the stock, and the estimate of 5% 
in the accompanying table is based on the 
known figures and a continuance of the 
downward trend of earnings through De- 
cember. 

A very important feature in the situa- 
tion is that the road’s bonds would drop 
out of the savings bank class if less than 
4% dividends were paid on the common 
stock. 





Train Load Rises and Earnings Fall 


This road shows the peculiar situation 
that since 1910 the average freight train 
load has risen, as shown in the table, from 
442 to 751, with a considerable possibility 
of a still higher load for 1917, but during 
the same period earnings on the stock have 
shown an almost steadily declining tend- 
ency. Even in the year 1916, which was 
the banner one for most railroads, earnings 


for B. & O. common were smaller than 
they had been in 1912; while 1917 looks 
likely to show the smallest earnings for 
ten years, with the single exception of the 
war panic year of 1914. The dividend 
rate, which was maintained at 6% to 1914, 
has been dropped to 5%. 

From a glance at the operating ratio 
year by year, we see that the difficulty has 
been that, in spite of the increasing train 
load, the company has been unable to keep 
down expenses. That the per cent of ex- 
penses and taxes to gross earnings should 
actually have been as high in the year end- 
ing June 30, 1916, as in the rather dull 
business year 1913, is at first surprising. 

But examining the business of the road 
more closely we find the same condition as 
on the Erie and to a less extent on the 
Pennsylvania—as shown in the last issue 
—that most of B. & O.’s business is of 
such a character as to leave a very narrow 
margin of profit even under the best con- 
ditions. 

In 1916, 61.4% of the road’s traffic con- 
sisted of products of mines—that is, for 
the most part, coal and ore. Such traffic 
bears a very low rate per ton-mile. In 
fact, the road’s average revenue per ton per 
mile was only 5.67 mills in 1916, and sub- 
stantially the same in previous years. 

The result is that most of the company’s 
business is hauled for an almost infinitesi- 
mal profit, and the rise of costs of materials 
and labor, the great increase in taxes and 
in general expenses, has about eaten that 
profit up. 

There is some improvement in this mat- 
ter of character of traffic hauled. For ex- 
ample, in 1912, 66.6% of the business was 
products of mines and only 22.9% was 
“Manufactures, merchandise and miscel- 
laneous,” the classification which bears the 
highest. rates; while in the calendar year 
1916, 61.4% was products of mines and 
27.8% was manufactures, merchandise and 
miscellaneous. But gain in this direction 
is necessarily slow, while the increase in 
the road’s expenses has been fast. 


(474) 

















| 





BALTIMORE & OHIO’S DIVIDEND 


475 





The other important reason for the fall 
in B. & O.’s earnings on stock lies in the 
growth of bonded indebtedness. It has 
taken a great deal of money to build up 
the train load from 408 tons in 1908 to 
751 tons in 1916. The eastern part of 
the system traverses a rather difficult terri- 
tory. Doubling the train load meant prac- 
tically rebuilding the road, and rebuilding 
through a mountainous territory, where 
tunnels, sharp curves and heavy grades 
were the rule, was a very costly operation. 

Undoubtedly the officials of the road 
would now be the first to admit that it 
was a mistake to attempt to maintain the 
6% dividend rate on the stock while this 
costly process was going on. If a part of 


& O. got along better than the others was 
that it has a more Southern location. 

There is every indication that the same 
difficulties will be encountered this winter. 
In fact, December weather has been more 
unfavorable than usual, and as everybody 
knows there is no let-up in the piling up 
of gross business to be handled. 

It is highly probable that it is this winter 
prospect which, among other factors, made 
the B. & O. directors pause to reflect before 
declaring the dividend. 





Since the first part of this article was 
written, the President has announced that 
the Government will now take over the 
operation of the railroads, and that a net 








SALIENT FIGURES ON B. & O. R. R. SINCE 1908 
. BondInt., Earned 





Train and Taxes Times 

Load toGross Earned 
LOD ek Fak as 408 Ay 2.03 
) Peery eer 425 te 2.26 
Mi aiivSiensnn coud 442 od 2.56 
Wt des acea dence 441 74 2.05 
Micha tuccect 554 73 2.07 
MOG Sa cies eee se 620 16 1.98 
TSS axcdgisvavke 645 78 1.74 
i err 692 73 185 
IGE emer ta ocedes 761 76 1.79 
198 GP oc. s. TH 16 1.71 
ISP sR iia. 80-81 1.57(b) 

(a) Calendar year. (b) Estimated. 


on 4% -~—Common Stock—— 
Pref. Earned Paid Price Range (a) 
16.9% 5.0% 6% 76%-111% 
20.8 6.6 6 10344-122% 
264 8.9 6 100%-119% 
214 6.9 6 9344-109 
23.2 76 6 101%-111% 
222 72 6 -106 
15.3 45 6 67-98% 
17.9 5.5 5 63% -96 
23.1 14 B iv3:+, Wogamias oe 
213 6.7 5 8144-96 
17.0(b) 5.0(b) (?) 38%4-85 











this money had been “plowed in” instead 
of being paid out as dividends, the road 
today would be in a stronger position. 

As it is, in 1916 the road’s fixed charges 
were 63.6% of its total income, which com- 
pares with 51.7% in 1912. If more in- 
come has to be applied to fixed charges, 
there is naturally less left for the stock; 
and when at the same time the proportion 
of net to gross is being reduced by rapidly 
rising expenses, the common stock is left 
between the upper and the nether mill- 
stones. 

The very poor results for Eastern roads 
last winter were for the most part due to 
the difficulty of handling a record-break- 
ing gross business in the midst of snow and 
cold. A normal business can be handled 
in the winter without special difficulty, but 
a very heavy gross is hard to get over the 
road in that season. One reason why B 


income equal to the average of three years 
ending June 30, 1917, will be allowed the 
companies. 

This means about 54% for B. & O. 
common, and presumably earnings will ‘be 
stabilized at about that figure during the 
remainder of the war. This is a narrow 
margin above the 5% dividend rate, and it 
remains to be seen whether the directors will 
think it safe to maintain that rate. 

It is useless to try to look ahead to the 
period after the war. We cannot have any 
knowledge as to what railroad conditions, 
either physical or financial, may be then. 
My own guess is that the relation between 
the Government and the roads will con- 
tinue very close after the war. If so the 
value of railroad securities will be more 
stable than in the past and the inducements 
S en in railroad stocks will be 
decidedly less. 








EE 


eal 











-—+—" 






















Right and Wrong Methods of Invest- 


ment and Speculation—Cont’d. 
Buying in Panics or in the “Bargain Zone” 





By RICHARD D. WYCKOFF 





FAVORITE way of buying in 
times like this is “on a scale 
fm down,” and as is usual with most 

=a of the methods employed by the 
public, this sort of buying is badly done. 
In fact, scale buying is one of the greatest 
causes of loss. 

Let us contrast the way of the large 
capitalist with that of the inexperienced 
investor. The capitalist, his money backed 
by long experience in market movements, 
sold out while the market boomed, and is 
now awaiting the advent of bargain day. 
He is generally familiar with the value, 
earning power, and trade position of all of 
the leading stocks. He has his statisticians, 
who assist him in his investigations. He 
forms his own conclusions. But he is espe- 
cially familiar with a certain group of 
stocks to which he gives preference in his 
operations. He knows when these stocks 
are cheap. He gauges financial conditions 
and considers whether he is likely to buy 
them at still lower figures. 

Suppose he decides that a certain stock 
is cheap at 60, but anticipating a decline 
below that figure, he places his buying 
orders on a scale down from 55. If he 
expects a panic or a very severe decline, 
he might have his buying orders run from 
55 down to 45 on a scale of from one-eighth 
of a point to one point, depending on the 
amount of stock he is willing to accumulate 
at an average price of 50, assuming that 
it goes to 45. All of his stock is to be paid 
for in full, so the lower it goes, the better 
he likes it. 

His scale buying order may be adjusted 
from time to time to suit market conditions. 
If the price reaches 50 and he believes that 
it is at or about the low for the movement, 
he may complete his purchases at the mar- 
ket price. Thus his average would be 
nearer to 50 than 55. Bear in mind that 
he does not begin to buy until prices ap- 
proach the extreme low levels of a severe 
decline or panic, such as are indicated in 
the Bargain Zone explained in a previous 
article of this series, (p. 332, Dec. 8 issue.) 
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How does the public generally average? 
The usual method is to buy part of the 
line when a stock first “looks cheap.” 
After it has declined 10 or 20 points, they 
buy some more, but the stock keeps on de- 
clining, and one day, under the pressure 
of panicky conditions, or unexpected de- 
mand for cash, the holder loses his nerve, 
and sells out at a loss, saying to himself, 
“T’ll buy it back cheaper.” But he does 
not. The reason the whole operation is 
disastrous, is that he has not carefully 
planned his campaign in advance, and 
made it fit his resources. 

Recently I heard of large orders being 
placed by important operators at prices be- 
low the present level, but do you think for 
one moment these operators would buy 
these stocks if they were unable to pay for 
them outright, or otherwise finance them? 
Do they buy, then change their minds, and 
sell out lower? No. These large interests 
carefully weigh the facts bearing upon se- 
curity prices and the intrinsic value of the 
stocks they are buying before they place 
their orders. They buy because at the 
prices they have fixed, the stocks they wish 
to buy are very, very cheap. As they go 
lower, they become still cheaper. 

The investor who wishes to follow this 
plan must put himself in a position to 
maintain the attitude of a merchant who 
knows what a certain commodity is worth; 
that at a certain figure it is below the cost 
of production, and that every fraction of a 
cent or dollar it declines from that point 
it is a greater and greater bargain. 

The scale order is a two-edged sword in 
the hands of those who do not know how 
to handle it. 

The manager of a New York Stock Ex- 
change house once told me how he had gone 
broke buying Union Pacific on a scale 
down from about 160, at which figure he 
thought it was intrinsically cheap. The 
stock having touched 195 during 1906, it 
looked very good to him at a 35 point de- 
cline, and on a further drop of 10 or 15 
points he bought more. Then he began buy- 
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ing about every 5 points down. By the time 
the price reached 120, he was well loaded. 
At 112 he was broke. 

His mistake was in beginning to buy in 
the wrong zone, and in not buying outright. 
At 160 in 1907 Union Pacific was nearer 
to the liquidating zone than the Bargain 
Zone. Look at the long vertical line, and 
you will see, on the Zone Graph, that he 
bought too close to the top. He did not 
wait until the stock began to enter panic 
levels. He was taking the greatest possible 
risk, because his increased holdings, on 
margin, at the lower price, put him in a 
very vulnerable position, which he was 
finally unable to maintain. 

By beginning purchases when stocks 
reach panic levels, and buying in such a way 
that your scale purchases are distributed 
over a range of one-quarter to one-half of 
the number of points or dollars per share 
represented in your first purchase, your 
risk is negligible. Of course, I am speak- 
ing now of outright purchases of securities 
which have an intrinsic value and earning 
power which far overtops market price. 

In the Zone Graph the average price of 
fifty stocks has already gone below the 60 
line and entered the Bargain Zone.* That 
does not mean it is time for us to rush in 
and buy, for as we have said, no kind of a 
patent method will take the place of judg- 
ment. Therefore, we must consider under 
what conditions prices have declined into 
the recent low levels, and take a general 
survey of the situation. 


The Present Situation 


If one knew when the war would cease, 
and when these enormous issues of Govern- 
ment bonds would be shut off, he would 
have a sound basis on which to form an 
opinion, but the fact is, nobody knows 
when the war will end, and we must there- 
fore face the possibility of increasing 
volumes of Government bonds at rising in- 
terest rates, and that forecasts a readjust- 
ment in every other kind of an interest- 
bearing and non-interest-bearing security. 

With our Liberty 4s selling below par, 
the Government is likely to pay a higher 
rate on the next issue. All kinds of securi- 
ties must adjust themselves to this demand 
for money by the Government, and the 


* It will be seen from the above that we know how 
to spell “bargain.” There was an error in two places 
= pe Zone Graph which somehow got by the proof- 

ers. 


proof that they have already done so to a 
certain extent is found in the net return on 
the investment in a number of standard 
issues of various kinds. For exam- 
ple, Pennsylvania Railroad at 47 nets 6.4%, 
New York Central at 71 nets 7% and Great 
Northern at 90 nets 7.8%. Among the in- 
dustrials, U. S. Steel preferred at 105 nets 
6.7%, American Telephone and Telegraph 
at 104 nets 7.7%, General Electric at 
127 nets 6.3%. In the Coppers, we have 
Utah Copper at 78 netting 18%, Anaconda 
at 59 netting 13.5%, Inspiration at 44 net- 
ting 18%. 

In foreign bonds we find that the net 
return is ranging from 614% on Dominion 
of Canada 5s to over 10% on some United 
Kingdom and French issues. 

All of the above shows under what 
abnormal conditions we must now judge 
values and prices of securities, and having 
no precedent for such a situation, there is 
no rule of thumb by which we can tell 
just when to buy. It is of no advantage 
to say, “The lower they go, the nearer 
they are to the bottom.” We look at the 
lows recorded in 1914 and find that the 
average of fifty stocks is now at about the 
same level, or at least that of 1915, but 
that is not necessarily the signal to buy. 
Many stocks went very much lower in 1907, 
and when, in that year Union Pacific sold 
at par, E. H. Harriman strode up and 
down J. P. Morgan’s office, grunting out, 
between glances at the tape, “Union Pacific 
at par and nobody’s got a dollar to buy it 
with.” Union Pacific was then a 10% 
stock, as it is now. Its earnings per share 
are not widely different from those of 
1917. The stock has recently sold at 101%. 
Why was it such a good purchase at par 
in 1907, and why is it not a purchase now? 
The answer is: It may be, but conditions 
are very, very different. 

On recent days of weak markets, when 
new low records were being made, you 
could look into any broker’s office and find 
people consulting little pocket manuals to 
see how certain stocks compared with the 
low prices in previous panics. Many de- 
cided when to buy by means of these com- 
parisons. This would be a sound method 
if this year’s decline was a duplication of 
the panic of 1907; that is, if all the symp- 
toms were the same, such as the scarcity of 
actual cash, the failure of banking institu- 
tions, the crowds, the excitement, just as 
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prevailed then. But it is useless to make 
estimates as to how low these stocks will 
go now, because they went so low in 1907. 
High grade stocks are selling at their 
present price because there is a war; be- 
cause U. S. Government Bonds are yield- 
ing over 4%, British Bonds 8 to 10% and 
French Bonds 10 to 11%; because there is 
a possibility that the net return on sound 
investments may rise to a 12 or 15% bas's 
—we cannot tell. Many sound judges of 
military conditions in Europe believe the 
war will last two or three years more. 
This would probably force a further read- 
justment of security yields to a basis which 
might run as high as 12 or 15%, and in this 
case, a stock now selling at par and paying 
big dividends might sell at 80. I am not 
predicting such a decline, but merely stat- 
ing one of the influences that might, under 
certain contingencies, produce such a low 
1. 


There are many other factors which must 
also be considered. Among these are, the 
discouraging of short sales by New York 
Stock Exchange ruling; the liquidation of 
foreign collateral; possible repudiation of 
some foreign obligations; the constant pres- 
sure of increasing taxes; the business read- 
justment to war conditions; Government 
operation of railroads and various other in- 
fluences, as well as the circumstances grow- 
ing out of them. 

All of these combined might result in 
very much lower prices than have already 
been seen. On the other hand, the lowest 
may have been recorded by the time. this 
magazine reaches its readers. Or there 
may be some important rallies before the 
real bottom is recorded. 

The scale plan affords one way in which 
the investor with money can take advantage 
of great declines and in doing so he will 

ing the example of the wealthiest 
investors in the world. But 
buying on a scale down, he must 
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After dividing your available capital 
into ten, fifteen or twenty different parts, in 


order to secure a good distribution with re- 
gard to kind of security, character of indus- 
try and geographical location, you decide 
upon the stocks you wish to buy. You find 
that you can devote $1,000 or $10,000 to 
the purchase of a certain issue among 
others. Under ordinary conditions this 
stock would be cheap at par. You can 
scarcely imagine it selling below 75, no 
matter what happens, so you fix this figure 
at the extreme, and you begin buying at 
par. If the full decline of twenty-five 
points were recorded, with $10,000, you 
could spend $400 every one point down 
and buy as many shares as that amount 
of money would pay for. Or, you could 
buy a certain equal number of shares 
every one point, two and a half points, or 
five points down. 

Many people object to scale orders be- 
cause they say, “Why should I start buy- 
ing at 55 if I think the stock is going to 
45?” No one knows how low any stock 
will go, so it is absurd to say that because 
you think it might sell at 45, it will go 
there. 

The advantage of a scale order is that 
it gives you the benefit of the lowest eighth, 
or point, or five point move which occurs. 
Having once placed the order in your 
broker’s hands, you have no further con- 
cern over it. It is the average price which 
counts, not the price at which you first 
buy, nor the last price you pay. I have 
often seen a scale order of this kind result 
more to the advantage of the buyer than 
his other purchases made on his judgment 
when he thought bottom had been reached. 

The main thing to bear in mind about 
scale buying is: (1) It should be begun 
when securities are in the bargain zone. 
(2) Purchases should be outright—not on 
margin. (3) Securities bought should be 
only those which are selling below their 
apparent intrinsic value, or at prices un- 
warranted by conditions. Such are the 
three fundamentals for this sort of opera- 
tions. Follow them, and you will find 
your money returning liberal interest and 
large profits. Ignore them, and you are 
headed toward disaster. 

(To be continued.) 


























Railroad Preferred Stocks 


Showing Authorized Dividend Rates, Dividends Paid, Margins of Safety 
5-Year Basis, Prices for Last Two Years, and Current Yields 


Author- Times Div. 

ized Present Earned 1916 1917 

Div. iv. 5 yr. — ¢ ~ ~ Recent 

Rate Rate Aver. High Low High Low Price 
Ra is Thcs ono n0 0s080e a3 5% 5% 406 102 98%, 100% 75 82 
Baltimore & Ohio.......... 4 4 4.99 80 72% 16% 50% 56 
Chicago, Gt. Western........ 4 o* 0.00 47% 33 41% 17% 21% 
Chic., Mil. & St. Paul...... 7 7 1.75. 136% 123 125% 641%4 75% 
Chic. & Northwestern...... 7 8 782 176 165 172% «140 140 
Colorado & Southern Ist pfd. 4 4 415 62% 46 57% 4% 45 
Colorado & Southern 2d pfd. 4 4 3.15 57% 40 46 41 43 
Denver & Rio Grande....... 5 0 0.00 52% 15 41 9% 10% 
Erte BR... Bat gid. occ cccccee 4 0 0.00 59% 46 4914 18% 23% 
eS eer 4 0 0.00 54% 40 39% 15% 18% 
Kansas City Southern....... 4 4 1.76 64% 56% 58% 40 49 
Minn., St. Paul & S. S. M 7 7 482 137 128% 127 114 110 
Norfolk & Western.......... 4 4 1.37 8914 84% 89% 11% 73 
Reading R. R. Ist pfd...... 4 4 9.40 46 4% 45 34 38 
Reading R. R. 2d pfd...... 4 2 5.40 52 41% 45% 33% 35 
St. Leuis Southwestern. ..... 5 0 1.27 57 37% 53 34 42 
ye 5 5 1.97 73% 56 70% 51% 58% 
Unies: BEES. oc enctodedcsee 4 4 8.80 8414 80 85 70 69% 





*Divs. in arrears 10%. 








Railway Stock Fluctuations Since the War Began 





19 1916 1917 




















This chart shows the fluctuations by months in the average price of twenty-five of the 
leading railroad stocks listed on the New: York Stock Exchange. e line indicates the suc- 
cessive high and low points reached during the three years since the reopening of the Stock Ex- 
change after the suspension of trading brought about by the outbreak of the war in Europe. 
The high point of 85.70 reached in November, 1916, was above any figure recorded in the pre- 
war months of 1914; the lowest figure touched was 52.06, from which the average of these 
twenty-five railroad stocks was carried upwards by the recent sharp advance.—N. Y. Times. 
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Railroad and Industrial Digest 


These notes are a record of recent price-affecting FAC TORS, and are not to be regarded as 
‘ RECOMMENDATIONS, to purchase or sell. 





Note.—The Railroad and 


Industrial 
Digest, contain condensations of the latest news regarding the com 
are not to be considered official unless so stated. Neither THE MA 


Digest, Notes on Public Utilities, Oil Notes and Mining 


ies mentioned. The items 
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nor the authorities for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 
Investment commitments should not be made without further corroboration —Editor. 











RAILROADS 
ATCHISON—Decrease in Net—Reports to the meeting at which the dividend action 
Earnings— 1917 1916 was taken. The accumulated surplus and 
Nov. gross .......... $14,784,160 $13,069.215 earnings of the calendar year available for 
Net after taxes....... 099,868 5,162,113 dividends would fully warrant the declara- 
11 mos. gross......... 150,988,453 131,156,371 tion of a 9% dividend, payable in the same 
Net after taxes....... 44,286,215 45,774,264 manner during 1918. The board feels that 


BALTIMORE & OHIO—(See special 
article). 


C., M. & ST. PAUL—Bonds at Lowest 
Price—Among the 20 different issues of 
bonds, the general and refunding 4%s, series 
A, due Jan. 31, 2014, have been selling at the 
lowest price in their history and lowest of 
any issue of this company. They closed Dec. 
19 at 62 to yield 7.28%. 

Of the 089,300 of this issue outstanding, 
$30,000,000 were offered in June, 1914, at 96% 
and interest. There was sold $17,500,000 and 
the balance was returned to the treasury. In 
January, 1917, $25,000,000 additional was of- 
fered by bankers who were obliged to take 
a large portion, which could not be sold. 

Since the syndicate was dissolved the bonds 
have steadily declined. They are secured by 
a mortgage on 9,747 miles of road, of which 
a first lien covers 717 miles; a second 6,522 
miles and a third 2,506 miles, as well as val- 
uable collateral. St. Paul convertible 4%s, 
1932, closed Dec. 19 at 67, to yield 8.39%. 
The large spread_in the yields between these 
is because the convertible issue matures in 
1932, a comparatively short term, compared 
with the general 4%4s. The convertible 414s 
were originally debentures, but are now 
secured equally with the two other debenture 
issues and with all bonds issued under the 
general and refunding mortgage. They are 
convertible into common stock at par any 
time up to June 1, 1922. Although earnings 
for 1917 fell off considerably, reports for 10 
months indicate that the entire bond inter- 
est will be earned by a wide margin of safey. 


DELAWARE & HUDSON—Dividend 
Conservatism—After the announcement of 
first quarterly dividend for 1918, directors is- 
sued the following statement: “The practice 
for recent years has differed from that of 
other railway corporations, in that it has been 
customary to take final action upon the divi- 
dend for the ensuing calendar year during 
December. For ten years the board has in 


each December declared a dividend of 9%, 
payable during the next year in four quar- 
terly installments of 244%, all such payments 
to be made out of surplus accumula 


prior 
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the present time is one of great uncertainty 
as to all the elements which will determine 
cash resources and cash requirements during 
the ensuing year. Under these conditions it 
is plain, without anticipating any future ac- 
tion, that it would be wise not to commit the 
company irrevocably to large cash disburse- 
ments to be made so far in the future, but 
rather to follow the general practice of mak- 
ing dividend declarations quarterly.” 


DENVER & RIO GRANDE—$2,500,000 
Claim Settled—Charges of fraudulent con- 
spiracy between this company and Colorado 
Midland, involving $2,500,000, has been 
dropped, thereby’ ending litigation covering a 
period of years. A petition of compromise 
has been filed by the Colorado Midlartd re- 
ceiver in the case of the Central Trust Co., 
complainant, and William H. Sands, inter- 
venor, against Colorado Midland. By the 
terms of compromise Denver & Rio Grande 
agrees to pay $125,000 and all costs. The liti- 
gation grew out of a loan of $2,500,000 guar- 
anteed by Denver & Rio Grande to the Colo- 
rado Midland. A part of the collateral con- 
sisted of 7,371% shares of Rio Grande Junc- 
tion stock. 


LEHIGH VALLEY—$30,000,000 Test 
Case—Verdict against company has been 
given in the first suit to be tried for losses by 
the explosion at Black Tom on July 30, 1916. 
The plaintiff was N. J. Fidelity Co., which 
sued to recover on 600 claims, aggregating 
$23,000. A motion for a non-suit, made by 
Lindley Garrison, former Secretary of War, 
was denied. The defense offered no testi- 
mony. It was agreed that jury need not 
specify the sum due. It reported a verdict 
for the plaintiff with no further recommenda- 
tion. It is said an appeal probably will be 
taken. The case has been looked upon as a 
test for claims estimated to aggregate $30,- 


N. Y. CENTRAL—11% Under Govern- 
ment—Tentative calculation of return to 
stockholders under President’s plan is: Net 
after taxes, 1917, $53,534,190; net, 1916, $67,- 
645,570; net after taxes, 1915, $41,673,860, 
and three-year average, $54,284,540. To the 
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latter add other income, 1917 =. es 
500,000, which makes a total of $72,784 
Fixed charges, 1917 (est.), $43,000,000, on 
ducted, leaves a balance ot $29,784,540, or 
11% on $250,000,000 stock. 


N. Y., N. H. & H.—Receivership Less 
Acute.— Feeling regarding the 
has become distinctly more cheerful. It is 
inconceivable that so important a line serv- 
ing great war industries of New England 
will be allowed to go into receivership. Even 
if it should be found impracticable to float 
the $45,000,000 preferred, there is the strong 
possibility of Government credit being ex- 
tended to help meet the maturing indebtedness 
in the spring of 1918. Government backing 
will help New Haven perhaps more than any 
other company. An important step has been 
taken in the unification of lines through ap- 
pointment of an operating committee to 
bring about the greatest possible co-ordina- 
tion of lines and transportation interests. If 
all the increases asked for were granted, in- 
cluding the balance of the so-called 15% ap- 
plication, New Haven might realize $8,000,000 
additional revenue for 1918. This would no 
more than offset the estimated increase in 
expenses for that year, but it would be a 
substantial help toward putting the road on 
its feet. New Haven is making a good show- 
ing with respect to percentage of operating 
revenues consumed by operating expenses. 
For September its operating ratio was 67.79%, 
against 73.19% for Boston & Maine, 71% for 
Ontario & Western, 72.54% for Boston & 
Albany, 68.79% for Rutland, 72.87% for Balti- 
more & Ohio, 69.05% for Central of N. J., 
69.21% for N. Y. Central, and 74.18% for 
Pennsylvania. 


N. Y., ONT. & W.—Dividend 2% on 
Common—Has declared a dividend of 2% on 
common, payable Jan. 14, to stock of record 
Dec. 31. The last was 1%, on July 24, 1916. 
In 1909, 1910 and 1911 dividends were paid 
at the rate of 2%. No dividend was paid in 
1912, and in 1913, 2% was paid. Company 
owns $29,160,000 of the $58,113,983 common 
stock of the N. Y., Ontario & W., having ac- 
quired this majority interest in October, 1914, 
at a cost of $45 a share. The dividend of $2 
ra $583,200 additional revenue for New 

aven. 


NORTHERN PACIFIC—Surplus Im- 
provement—General balance sheet, July 31, 
1917, shows a profit and loss surplus of $102,- 
324,969, compared with $98,252,664 Dec. 31, 
1916, and $90,898,737, June 30, 1916. 


PENNSYLVANIA — Philadelphia-Balti- 
more Four-Track—Company has decided to 
have a four-tracked line from Philadelphia 
to Baltimore and Washington, 135.2 miles. 
This will give the system four tracks all the 
way from New York to the National Capitol. 
The money for the improvement has been 


appropriated and the work is to be accom- 


outlook. 


plished as soon as men and materials can be 
obtained. Both labor and material market 
conditions are unsettled and may occasion 
delay, but the work is to be pushed. The 
company has built four tracks from Philadel- 
phia southward ‘as far as Wilmington, Del., 
26.7 miles, so that there are 108.5 miles from 
Wilmington to Washington remaining for 
completion. Comparing number of stockholders 
on Nov. 1, with a year previously, there was 
an increase of 7,174 to a total of 96,995. 
Average holdings were 102.95 shares, an in- 
crease of 8.22%. Foreign holders were 1,857, 
a decrease of 1,633; they held 2.13% of total 
outstanding, a decrease of 1.58%. The aver- 
age holding abroad was 114, an increase of 8. 


READING—Combined Surplus Decrease 
in 10 months of fiscal year, ending Dec. 31, 
1917, the combined results of Reading Co., 
Philadelphia & Reading and P. & R 1 & 
Iron show a decrease as compared with a | 
year previously of roundly $3,000,000 in sur- 
plus earned over fixed charges. In the 12 
months ended June 30, 1917, apparent com- 
bined surplus Ee of the three companies 
were about $14,300,000, so that despite the 
poor net showing the Reading properties to- 
gether may be figured as earning an amount 
equal to about 16% on $70,000,000 Reading Co. 
common stock. Philadelphia & Reading gross 
business has gained over 11% in 10 months 
of 1917. It maintained this increase in Octo- 
ber, but while 10 months receipts were $5,867,- 
891 more than in the same period of 1916 
operating expenses increased $11,295,014. The 


Coal & Iron Co. has been reporting larger 
profits. In October they gained $185,986, 
although offset by increased taxes. Net of 


this company for 10 months are $3,652,575 
ahead of 1916. Reading is making provisions 
for the increased taxes, the item “interest 
and taxes” for three companies totaling 
$1,438,000 more than for the same period of 
1916. Profits for stockholders are affected 
thereby to that extent. 


SOUTHERN PACIFIC—Increased Net 
Unique—Company will be in a unique posi- 
tion among railroads as a result of showing 
much larger net earnings in 1917 than in 1916. 
According to indications, net for full year 
ending Dec. 31 will exceed $60,000,000, after 
war taxes, against net of slightly over $52,- 
000,000 for the year ended Dec. 31, 1916. In 
other words, net promises to be more than 
15% larger than for 1916. It is difficult to say 
definitely how much other income Southern 
Pacific will realize in 1917, but in 1916 it re- 
ceived over $11,600,000, which included inter- 
est and dividends from investments. Taking 
this as a conservative estimate, total net in- 
come in 1917 would be in the vicinity of 
$72,000,000. Interest and other charges will 
probably be $30,000,000. In this case, com- 
pany would show a surplus over charges of 
approximately $43,000,000, which would equal 
something over 15% on the $272,822,906 out- 
standing common stock, against 12.6% in 1916. 
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AM. LOCOMOTIV i Earn- 
ings in the half year ending Dec. 31 are esti- 
mated at $9 a share on $25,000,000 common 
after excess profits taxes here and in Canada. 
In the first quarter of its fiscal year, July to 
September, earnings were about sufficient to 
meet the dividend on the stock for the period, 
due to the fact that two large plants engaged 
on shell contracts were being converted back 
to the manufacture of engines. In addition 
to taxes, the company was called upon, in 
September quarter, to pay a special Canadian 
tax, about $500,000. But for this tax, earn- 
ings in that quarter would have been over 
$3 on the common. During six months ending 
Dec. 31, 1917, company earned $11 share be- 
fore excess profits taxes. On this basis the 
year would show perhaps $18 after taxes. The 
1917 year to June 30, showed $22. Such a 
balance would mean that in three fiscal 
years, 1916, 1917, and 1918, Loco, has shown 
for its $25,000,000 common, a balance of $76 
a share after all charges for depreciation, 
writing off war plant investment, Canadian 
and U. S. taxes. This is $27 a share—or more 
than 50%—in excess of the present market 
price. 


AM. SUMATRA—$30 a Share Predicted— 
During fiscal year to July 31, 1917, company 
earned 13.9% for its $6,800,000 common. On 
the basis of sales made and figuring that the 
unsold balance will go at the average price 
received, it is estimated that in the 1917-18 
year Sumatra will earn over a_ share. 
The common is on a regular 6% basis and it is 
not impossible that before the close of the 
fiscal year it will receive substantial extra 
cash dividends. 


CENTRAL LEATHER—Earning of $30 
After Taxes—lIt is certain that fourth quar- 
ter will show a substantial increase in earn- 
ings over the September quarter. It is be- 
lieved that the final quarter will show as large 
a volume of business as the June quarter, al- 
though profit is more problematical. In June 
quarter company earned $10 a share on its 
common and it should do as well in the final 
quarter, although excess profits taxes may 
make some readjustments necessary which 
cannot now be accurately forecast. Surplus 
earnings for quarters have been: March, 
$14.48; June, $9.91; September, $3.35. It is 
reasonable to expect that the final quarter 
will double those of the September quarter. 
At a conservative estimate company should 
earn over $30 for the common for the full 
year after tax payments. Company in De- 
cember ‘is rounding out a three-year period in 
which war requirements for leather have been 
extraordinary. Net earnings for nine months 
ended Sept. 30 exceeded those for the cor- 
responding period in 1916 by 39%. Surplus 
may not be quite so large owing to heavy tax 
deductions. Working capital, . 31, 1916. 
$69,687,943, exceeded outstanding $32,336,150 
bonds and $33,299,050 preferred stock. $21 a 
share on common will have been put back 


into property from 1917 earnings after al- 
lowing for depreciation. Book value of com- 
mon at the close of 1916 was approximately 
$151, so that, with earnings turned back into 
property in 1917, this at the close of December 
should be in excess of $172. 


DISTILLERS—Net $1,000,000 a Month— 
Company has become practically a quasi- 
Government institution for the production of 
immense quantities of alcohol for war pur- 
poses. Running at capacity large monthly net 
is shown, which for the final quarter of 1917 
will average close to $1,000,000 per month. 
For all of 1917 a balance of between 19% and 
20% for stock after interest, is probable, 
against a share balance of $4.10 in 1916 and 
of $10.30 in 1915. This nearly 20% would be 
practically double the best previous year. Dis- 
tillers in 1918 should advance the dividend 
rate from 2% to a 4% basis. Further earn- 
ings will be utilized for reduction in bonded 
debt—a policy to which company is committed. 
By Dec. 31 Distillers will have working capi- 
tal, $15,000,000, allowing for a free balance 
above the par of bonds of better than $15 
a share. 


GENERAL ELECTRIC—Record Profit 
for 1917—Company in its fiscal year ending 
Dec. 31, 1917, will show record profit of $27,- 
000,000, or $8,000,000 larger than in 1916. In 
1916 General Electric’s fixed charges on its 
relatively small bonded debt of $12,047,000 
were but $571,445. In 1917 charges will be 
considerably larger. The company sold $15,- 
000,000 three-year 6% notes in July. The 
half year’s interest on these and the interest 
and discount on the $10,000,000 additional 
6% notes sold at the end of November will 
add about $550,000 to charges in 1917. Total 
fixed charges for 1917 may be approximated 
at $1,100,000. This sum deducted from $27,- 
000,000 net profits after taxes leaves $25,- 
900,000 for the $101,512,500 stock outstanding 
Dec. 31, or 25.6%, against 18.31% in 1916. 
The new $10,000,000 stock will not be issued 
until after the 1918 year is under way. In 
other words, in 1917 dividends should be 
earned nearly 3% times, after deducting con- 
siderable excess profits taxes. The estimate 
of $27,000,000 net errs on the conservative 
side. In 1916 on gross of $134,242,290, profit 
was 14.4% after charges and taxes. In 1917 
on the same test the profit will be 14.06%. 
Those who know the conservatism with 
which Electric figures are prepared feel that 
final figures will over-run the $27,000,000 
estimate. A remarkable feature of the situ- 
ation least appreciated, is the physical ex- 

ansion quietly progressing for two years. 

uring 1916 and 1917 expenditures on new 
plant -facilities which includes land, build- 
ings and machinery, totals $36,000,000. 


GOODYEAR—$50,000,000 Stock Increase. 
A special meeting is called for Jan, 14, to in- 
crease capitalization from 000,000 to $100,- 


000,000. It is planned that half shall be com- 
mon and the balance 2d preferred at 8%. It 
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is planned to issue $15,000,000 of preferred 
for subscription at par to holders of the com- 
mon. The financing is to provide for a larger 
stock of materials and to keep apace with 
the huge growth of business which ran 70% 
in 1917 over 1916 and is running 50% ahead 
of one year previously. 


I. M. MARINE—Sale of 4,000 shares of 
Holland-America stock for about $800 a 
share has given company a large bulk of free 
cash and converted a paper profit into an 
actual profit. Through two subsidiaries, Ma- 
rine, for 13 years has had a 25% interest in 
Holland-America. This has made immense 
profits as a result of war conditions. A divi- 
dend of 55%, in April out of 1916 earnings, 
gave Marine 000. The sale, for $3,500,- 
000, of half of this 25% interest leaves Ma- 
rine with 3,000 shares, which it can continue 
to hold for dividends or later dispose of. The 
proceeds from this sale is understood to write 
the book value of unsold portion to less than 
nothing. If Marine elects to use this in 
further reduction of accrued dividends it 
would mean a further payment of $7 a share, 
writing accumulated dividends down to below 


INTERNATIONAL PAPER—Injunction 
Sought Against Use of Profits in Retiring 
Bonds—Frederick Hastings, suing for him- 
self and other stockholders, has filed an 
amended complaint against the company. He 
asks injunction restraining using surplus net 
or earnings for retiring any bonds maturing 
1918, 1919 and 1935. He alleges there is $450,- 
000 due stockholders who had not assented to 
the plan of meeting accumulated dividends 
and said quick assets are sufficient to pay this. 
Also that net quick assets Dec. 31, 1916, were 
$14,545,135 and net for the year to Oct. 1, 1917, 
over $2,500,000. Stetson, Jennings & Russell, 
answering complaint, admitted net quick assets 
and declared it would take at least $711,000 to 
pay non-assenting shareholders. As a 
reason they represented the company would 
have to use over 000 of surplus for 
‘retirement of outstanding bond issues. 


MIDVALE STEEL—(See special article) 


NATIONAL CONDUIT—Dividend Dis- 
cussed—Official statement issued Dec. 21, 
1917: “At a meeting held on Dec. 21, divi- 
dend for the quarter was passed. The com- 
pany is in excellent financial condition. It 
has no floating debt and its quick assets (ex- 
clusive of plants) after making allowance for 
current wages, accrued bond interest and 
reserve for taxes, are approximately $7,000,- 
000, of which $1,083,733 is cash.” Net profits 
for 1916 were $3,393,227, or about $11 a 
share. For ten years they averaged $736,- 
530 per annum. 


N. Y. AIR BRAKE—Orders Total $50,- 
000,000—Company has closed finally con- 
tracts with the Ordnance Department for about 
$45,000,000 of shells and other munitions. 


With business including regular equipment 
orders, aggregating some $40,000,000 booked 
for 1918, it is confidently expected that the 


yyear will be a banner year for company. In 


1916, when $82 a share was earned, gross 
business was only a little over $24,000,000. 
No action on dividends is expected until Feb- 
ruary. Inside interests regard the stock as 
on a 20% basis. 


PULLMAN—Gross 20% Ahead—The 
cash balance of $12,000,000 is larger than in 
any other year with perhaps, two exceptions. 
Incidentally, this cash balance is equal to 10% 
on the $120,000,000 stock, or better than an 
entire year’s dividend. From an operating 
standpoint Pullman was never in better shape. 
The fiscal year ended July 31. Since that time 
gross has been running $900,000 per month 
ahead of a year previously, an increase of 
approximately 20%. Officials feel that even 
if its facilities are curtailed they will.not lose 
in net for the reason that “empties” will prac- 
tically disappear. 


UNITED DRUG—Net Profit, November. 
Executive committee reports for November 
showed sales of $4,001,055, against $3,356,644 
for November, 1916. After deducting all ex- 
penses, including depreciation and provision 
for taxes, final net profit for month was $401,- 
130, compared with $264,616 in 1916. 


U. S. INDUSTRIAL ALCOHOL—Sur- 
plus for Common $80—Annual statement for 
the 1917 year promises to be the most fav- 
orable ever issued. According to estimates, 
earnings available for dividends will be in 
the neighborhood of $10,000,000, after Feder- 
al taxes and depreciation. The surplus 
available for the common will be close to 
$80 a share on that issue. Another strong 
feature is the large amount of business call- 
ing for delivery in 1918, which assures sub- 
stantial profits. As a result of large earnings 
a | addition will be made to cash surplus 
in : 


U. S. STEEL—Earnings and War Taxes— 
Difficulty is experienced in forecasting Steel 
earnings for the fourth quarter, due to poor 
transportation facilities and tonnages of 
steel delivery on basis of new Government 
prices. Net for last quarter before taxes are 
estimated around $120,000,000. Deduct esti- 
mated taxes $60,000,000 and there would re- 
main $60,000,000. Deducting interest, depre- 
ciation and preferred dividends would leave 
$35,200,000, or $6.90 a share, or $27.60 an- 
nually In third quarter balance was $3,- 
428,000, equal to $8.55, or $34.20 annually. 
Expenditures for new construction have 
been running at the rate of more than $100,- 
000,000 annually for some time, Purchase 
of $250,000,000 U. S..certificates of indebted- 
ness gives some indication of the probable 
war tax that Steel will have to pay. The 
last quarterly report showed that $180,000,000 
had been set aside for taxes in 1917, but since 
then the surplus expanded considerably 
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Railroad and Industrial Inquiries 








An Attractive Speculation 


G. C. H., St. Louis, Mo.—National Enamel- 
ing & Stamping is not a peace stock. On the 


contrary, it has benefited directly because 
of the war. The company, however, has 
strengthened its position so much and 


has broadened its markets to such an extent, 
that it is certainly in a better position to meet 
European competition after the war than it 
was before the war. We do not expect Euro- 

competition, chiefly from Austria, to be 
elt in any disturbing way for at least a year 
or two after the war because Austria cannot 
recover enough to become an aggressive com- 
petitor within that time. Consequently, the 
stock has attractive speculative possibilities. 
It is estimated that the company is earning 
after war taxes, $25 a share. As you doubt- 
less know, dividends are now only $4 a share 
per annum. But, an increase in the rate next 
year is quite probable. We advise a purchase 
of the stock on weak spots only for specula- 
tion. 





The Reason Why “Beth. 8%” Sells Below 
Par 


W. P. J., Tulsa, Okla—Bethlehem Steel 
8% preferred is an investment about which 
there can be no question of the maintenance 
of dividends. Moreover, it has the speculative 
feature of conversion into the Bethlehem “B” 
stock at 115. Even should Bethlehem Steel’s 
earnings return to the normal level of pre-war 
years, it is figured that the 8% on this new 
preferred stock would be covered fully three 
times over. This issue has preference over 
the old 7% preferred in the matter of divi- 
dends. It has large equities back of it. The 
chief reason for its selling on such a high 
yield basis is that it is unseasoned. The stock 
was offered when general market conditions 
were not favorable to its ready absorption 
in investment channels and it is still more or 
less “undigested.” We can advise its purchase 
but on weak spots only. 





Position May Department Stores 


O. F. B., New York City, N. Y.—From 
official sources, which we regard as entirely 
reliable, we are informed that the present 
business of the May Department Stores is as 
good as that during the fiscal year which 
ended January 31, 1917, with a considerable 
possibility that the current year may give even 
somewhat better results than the last. There 
have been no changes of importance in the 
properties or assets of the company, and its 
sales have not been so far seriously affected by 
the war economies, which are being urged 
acd consumers. No new financing is ex- 


As the company is holding its own, there is 
no special reason for the weakness of its stock 
except the general one of depressed invest- 
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ment conditions. The value of any mercantile 
stocks depends largely upon the management, 
and this company has every evidence of having 
been soundly and conservatively managed. 
Too much emphasis should not be placed on 
the exceptionally good results of the present 
and the last fiscal year, as a business of this 
kind will naturally vary with general trade 
conditions, but the chances are that the com- 
mon stock is now strongly enough entrenched 
so that the 5 per cent dividend can be con- 
tinued if the management sees fit. We, there- 
fore, advise holders of the stock to keep it, but 
we do not believe the purchase is wise at the 
moment. 


The Way to Buy Sears Roebuck 


S. B. R., Norfolk, Va—Sears Roebuck is 
an excellent stock to buy for a long pull, but 
we do not believe it is a purchase at the mo- 
ment on account of the generally uncertain 
market conditions. You may profitably watch 
the market with an idea of beginning to ac- 
cumulate the stock on any special weakness. 
Do not buy the full amount all at once, but 
buy, say 28% to 50% of what you intend to 
buy eventually and be ready to average up if 
there is a further decline in the stock in 
sympathy with a general market depression. 





A Poor War Bride 


B. D. C., West Point, Iowa.—Submarine 
Boat, formerly paid dividends at a high rate 
and many believe that this was done for mar- 
ket effect. The action of the stock and the 
showing of the company in contrast to the 
exaggerated claims made for it, certainly did 
not tend to create confidence. 





The Automobile Industry 


T. L. S., Pasadena, Cal—The pleasure car 
end of the automobile business will probably 
continue to be hampered more or less during 
the war period because of the necessity for 
public economy. A great many companies are 
going into the truck end of the business, and 
this is expected in general to prove profitable. 
Also a number of the pleasure car manufac- 
turers are engaged or expect to be engaged on 
the manufacture of Government munitions. 
We do not look for any immediate recovery 
of business in the automobile industry after the 
war, but believe that eventually the pleasure 
car end of the business will enjoy prosperity 
exceeding anything that has yet been seen. 





What to Buy on Scale Down 


E. P. C., Chicago, Ill—Generally speaking, 
we do not consider it a time to buy stocks. 
We are, however, advocating purchases on a 
scale down of certain of the highest grade in- 
dustrial preferred stocks, of sound convertible 
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railroad bonds and of high grade railroad 
stocks which are showing good margins of 
earnings over dividends. Among such issues 
we may mention Chesapeake & Ohio Con- 
vertible 5s, Southern Pacific Convertible 5s, 
Southern Pacific Common, Atchison Common, 
Union Pacific, Northern Pacific, Great North- 
ern, Bethlehem Steel Preferred and Virginia 
Carolina Chemical Preferred. 

Willys-Overland Common is a stock which 
may be purchased on weak spots with the 
idea of holding for a speculative investment. 
Doubtless you have read the article in the 
MacazIne of December 8, and we need onl 
add that our opinion of the stock accords wi 
that of the author. 





Union Pacific’s Position 

J. B. S., Portland, Me.—Of those you name 
we consider Union Pacific the best stock to bu 
at present. There is great intrinsic value bac 
of this issue, and the current earnings of the 
road have been less affected by generally un- 
favorable operating conditions than those of 
most carriers. Superlative efficiency in oper- 
ating is largely responsible for the good show- 
ing of Union Pacific. While it is possible that 
the extra dividend of 2 per cent per annum, 
which was declared last year will be omitted 
this year, thus making the stock a straight 8 
per cent per annum issue, we are inclined to 
the opinion that the present price pretty well 
discounts such action. 

Bought on weak spots with the idea of hold- 
ing, regardless of a further temporary decline, 
Union Pacific should eventually prove a very 
profitable stock to hold for a long pull. 





The Weakness in United Motors 


B. M. C., Detroit, Mich—United Motors 
has depreciated so heavily that we hesitate to 
advise holders to accept large losses. How- 
ever, it must be recognized that the stock is 
still in a very speculative position. Originally 
the company was heavily over-capitalized. It 
was floated in a period of boom times, when 
the public easily bought up anything associated 
with the automobile industry. The annual re- 
port issued a short time ago actually showed 
earnings of less than $7 a share. Even then 
no allowance was made for excess profits 
taxes. Altogether the showing was unsatis- 
factory and gave little comfort to those who 
bought the stock on the strength of greatly 
exaggerated claims. 

We can only say that we do not believe 
United Motors is attractive at its current de- 
preciated quotation and we advise holders of 
it to watch their opportunity to sell on any 
substantial rally. 

If you will sell and hold your money in 
hand for reinvestment when there is a defin- 
ite improvement in the general market situ- 
ation, you should be able to purchase some- 
thing else to greater advantage. If you will 
watch the Outlook Columns of the MAGAzINE 


you may be guided as to when we consider it 
time to buy speculative stocks again. 


War and Peace Stocks 


B. S. F., Nashville, Tenn.—Answering your 
questions categorically will say: 

1. No signs have as yet appeared on the 
tape to indicate that the liquidation in the 
general market has been completed. We can- 
not say definitely whether or not the liquida- 
tion is over, but, until we see signs of re- 
accumulation of stocks, we do not believe it 
advisable to enter into fresh commitments on 
the long side of the market. 

2. Your question as to which class of stocks 
will be most likely to sell lower in the event 
of two or more years of war, and as to which 
class will be most favorably affected by a 
peace declaration; is a very broad one and de- 
pends on many factors and developments of 
the future which are so uncertain that it is 
almost useless to endeavor to reach definite 
conclusions at this time. As a matter of fact, 
it is quite likely that two or more years of 
war will see lower prices for practically all 
securities because not only are the restric- 
tions put on earnings and operations as a re- 
sult of war, but also because of the necessity 
for a further readjustment downward in se- 
curity values to meet the competition of Gov- 
ernment loans. Possible exceptions are the 
railroads and strictly munitions stocks. The 
former may be helped by the Government and 
thereby bolstered up to such an extent that 
current prices for the stocks will have been 
seen to have discounted everything that is un- 
favorable. Munitions companies will of course 
be the recipients of enormous Government 
business which despite restrictions should yield 
large profits. Stocks likely to be favorably 
affected by peace are some of the oils, the 
equipment stocks, agricultural stocks and the 
railroads. ; 





Stocks in Position to Accumulate 


L. R. B., Memphis, Tenn.—Your line of 
reasoning is very logical and we agree with 
your conclusions to a large degree. That is, 
we believe that it is time to begin to accumu- 
late the railroad stocks. We believe that the 
rails should be bought now, on weak spots, 
because they are cheap. That hardly holds 
true of the industrial and mining sections of 
the list, however. You must take into con- 
sideration that the conditions bringing about 
the present market depression, are different 
from any conditions that have obtained in 
former periods of depression because we are 
now at war. There are really no precedents 
to judge the present market by. We believe 


that a stock like Anaconda is comparatively 
cheap, but we also believe that it may go a 
great deal lower and since we see no evidences 
on the tape, of the accumulation of this stock 
or of the other market leaders in the mining 
and industrial sections, we do not feel justi- 
fied in confidently advising purchases. 
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Foreign Bonds Secured by Collateral 


Brief Description of These Issues—Collateral Has Been 
Maintained — Outlook for the Future—Which Issues 
, Are Preferable 





By IRVIN GILLIS 





ANNED news and rumors, like 
canned messages from Caruso or 
Harry Lauder, are carefully set 
~ aside against the proper occasion 

of their rendering. The monotony of the 

prolonged fall in Steel common and other 
favorites of the investing and speculative 
favorites was suddenly displaced the week 
before Christmas by a terrific smash in the 

“foreign bonds.” 

Anglo-French 5s went to 817, French 
Convertible 5%4s to 9114, City of Paris 6s 
to 7334, British 5%4s of 1921 to 84% and 
so on. Accompanying the declines came 
rumors of “selling of collateral” and of col- 
lateral depleted from the margins called for 
by the indentures. 

Suppose we line up the most important 
“secured issues,” see if we can trace some 
possible reasons for apparent inconsisten- 
cies, then consider the rumors given and 
incidentally the true relative position of 
the securities thus hammered down into the 
“They don’t look good but probably will 
turn out all right—the price is low you 
might as well hold on and hope for the 
best” class of securities. 

The AMERICAN FOREIGN SECURITIES 
loan of $94,500,000, due August 1, 1919, 
though nominally a corporation bond issue, 
is secured by the pledged credit of the 
French Government, reinforced by $120,- 
000,000 of collateral. Of this $11,600,000 
consists of the highly desirable Suez Canal 
shares, $275,000 Province of Quebec bonds, 
American issues such as U. S. Steel Sink- 
ing Fund 5s and other highly marketable 
American securities amounting to $3,500,- 
000. Practically all of the rest consists of 
obligations of governments even yet neutral. 
The American Foreign Securities bonds 
were offered in July, 1916, at 98. 

FrencH SecureD CONVERTIBLE 5% 
Notes, $100,000,000 due April 1, 1919. 





A direct obligation and secured by pledge 
of 120 per cent. of collateral, including 
$20,000,000 in American and Canadian 
corporation and municipal issues; Suez 
Canal shares, bonds of countries still neu- 
tral, and of land banks of Denmark, Nor- 
way, and Sweden, bonds of the state of 
Berne, Switzerland, and of Stockholm, 
Sweden, besides securities of Uruguay and 
of Brazil. These French 5's, offered in 
March, 1917, at 99, are convertible into 
French Government bonds due April 1, 
1937, bearing 5% per cent. 

British SECURED 5 PER CENT Two- 
Year Notes. Due September 1, 1918. 
This $250,000,000 issue, a direct obliga- 
tion of the British Government, is rein- 
forced by the deposit of $300,000,000 
market value collateral, one-third of 
American securities, one-third of Canadian 
Government and Canadian Pacific securi- 
ties, and one-third of securities of govern- 
ments such as Norway, Sweden, Holland 
and Switzerland, governments all still neu- 
tral. These British secured notes were 
offered in August, 1916, at 99. 

BritisH 5% Per Cent SEcuRED Con- 
VERTIBLE Nores, $100,000,000 due Febru- 
ary 1, 1918, and $150,000,000 due 1919. 
Besides the direct obligation there are de- 
posited $300,000,000 of collateral, includ- 
ing over $100,000,000 of municipal and 
corporation obligations of the United States 
and of the Canadian Pacific Railway; 
municipal, provincial and Dominion of 
Canada and of Newfoundland to nearly 
$50,000,000; bonds of British Colonies, 
British dividend paying rail issues and 
issues of Argentine rails, foreign govern- 
ment bonds, such as Cuba, Japan and the 
United States, to the extent of $150,000,- 
000. The bonds are convertible into Brit- 
ish 5% bonds, due February 1, 1937, at 
any time prior to maturity. The one-year 
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issue was offered in- January, 1917, at 
99.52 and the two-year issue at 99.07. 

BritisH 54% SecureD Notes, $150,000,- 
000 due November 1, 1919, and an equal 
amount November 1, 1921. A direct obli- 
gation reinforced by over $100,000,000 of 
American and Canadian Pacific issues, 
$80,000,000 of bonds of municipal pro- 
vincial and Dominion of Canada and of 
Newfoundland; bonds of British colonies, 
British dividend paying rails and issues of 
foreign governments such as Argentina, 
Cuba, and Japan to the extent of $180,- 
000,000. The 1919 maturity was offered 
in October, 1916, at 9914 and the 1921 
issue at 9814. 


Big Yields Obtainable 
When you look at the short term list in 


the French notes, payable in gold in New 
York, or in francs at the rate of 5.75 
francs per dollar may yet show a nice ex- 
change profit to the holder at maturity. It 
seems to me that the French convertibles 
on the whole are preferable to the British 
issue. 

The collateral back of all the secured for- 
eign issues seems to be bothering American 
investors a great deal. Just befure Christ- 
mas there were all sorts of rumors that 
“collateral was being liquidated” and that 
there was even a possibility that the mar- 
ket margin requirement back of these se- 
cured issues was possibly not being kept up. 
Such rumors were simply the effect and not 
the cause of the decline. 

As a matter of fact the break in the se- 
cured issues seems to have been in sym- 








PRICES AND YIELDS FOR 
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SECURED FOREIGN BONDS. 
Recent 


Due High Low Price Yield 
1919 991% 91% 94 9.00 
1919 101 91% 93% 10.25 
1918 98% 95% 97% 7.92 
1919 98% 93% 95% 7.98 
1921 98% 8414 92 787 
1918 10056 98 99% 5.86 
1919 101% 95% 975% 7.92 








your morning’s paper, you will notice that 
the foreign issues have almost no company 
in point of yield. Only Remington Arms, 
Winchester Arms, the little understood 
Chicago & Western Indiana issue are quoted 
on their levels. 

On the whole, the British convertible 
5%s have sold much higher than the 
French. Apparently the reason has been 
that the British issue has had behind it 
a larger proportion of securities of this 
country and of Canada placed behind 
them than back of the French issue. How- 
ever, the British 54s maturing in February 
are all provided for and now the part due 
in 1919 is down around 95. In one sense, 
the British issue is not so attractive as the 
French because both maturities have been 
redeemable at slightly over par, while the 
French bonds cannot be called in prior to 
maturity. 

Moreover the British 5's are payable in 
gold in New York or in sterling at the 
normal rate of $4.866%4 per pound, while 


pathy with the decline in the “French 
Cities” issues, of which more anon. 


Collateral Has Been Maintained 


Concerning the liquidation of collateral, 
some liquidation might be expected in view 
of the maturity of the $100,000,000 British 
Convertible 51s due February 1, releas- 
ing that amount from the necessity of col- 
lateral. But notice, collateral cannot be 
sold without retiring, by purchase or pay- 
ment, a proportionate amount of potes—or 
their conversion, in the case of the con- 
vertible issues into longer term unsecured 
issues. Therefore any liquidation of col- 
lateral should be considered as an addition 
of strength to the value of the secured 
issues, as reducing their amount, and only 
hasty judgment could make any possible 
liquidation of collateral as working against 
the position of the foreign issues. 

Concerning the possibility that the 120 
per cent. margin in market value of colla- 
teral might not have been kept up during 
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the trying times that we have been through, 
I can only say that I have personally made 
investigation at the right quarters, and, 
while I have promised not to give out the 
source of my information, I can say that I 
am absolutely satisfied that the required 
additional collateral has been provided, 
bringing the market value of the collateral 
behind the secured issues at all times to 
the 120 per cent. called for by the inden- 
tures. 

My work requires that I be decidedly 
skeptical, as a good many enthusiastic but 
conscientious security salesmen would testi- 
fy, but I persist in my faith in the “foreign 
issues.” The collateral external issues are 
to be considered safer, if for only sentimen- 
tal reasons, but let’s take up the matter in 
a broad way. 

According to M. Andre Tardieu, the 
High Commissioner of France to the United 
States, the United States Government sup- 
plied France with $1,300,000,000 from 
May to December, 1917. Washington re- 
cently announced that the amount of 
money alloted to our foreign allies amounted 
to $3,800,000,000 up to the present time, 
of which some $3,400,000,000 had been 
withdrawn. Naturally, this huge amount 
could not be “secured” by marketable col- 
lateral and has come largely from the pro- 
ceeds of Liberty Loans. 

Of course, I believe that “our side” will 
win. Else, instead of buying Liberty 





bonds, I would have invested my savings 
in some field back in Illinois, some field 
utterly devoid of buildings, hoping that the 
forthcoming German levy wouldn’t wipe out 
quite all the value. 


Prices Now Low 


One of the three great laws of investing 
is to buy securities when they are cheap. 
The foreign issues, secured and unsecured, 
are now above the bottom, but they are still 
cheap. 

I have known any number of people 
who have had too much New Haven, too 
much Kathodian Bronze or too much 
M. K. & T. stock, but my tolerably wide 
examination of investment holdings has yet 
to find a single list with more than a very 
small fraction of the total placed in for- 
eign issues placed since July, 1914. 

Is this a result of caution? Not judged 
by my experience. I have found that in- 
vestors as a class eagerly buy the foreign 
issues, which are secured by collateral, as 
soon as they understand them. Why not? 

It remains to be noted that, since the 
war is a test of endurance, foreign govern- 
ment bonds of early maturity are necessarily 
more desirable than those of later maturity. 
Judging from comparative yields, investors 
generally are paying little attention to this 
argument, but it seems to me well worth 
some consideration. 
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What Every Investor Ought to Know 


Penalty for Not Transferring Stock to Your Own Name 
—The Inconvenience of Not Keeping Sufficient 
Records—Twelve Pertinent Examples 





By JAMES KENNEDY 


HERE are hundreds of dangers for 

the man or woman who owns any 

kind of wealth. The investor 

must learn first of all how to gain 

money, then he must study twice 

as hard to learn how to keep his capital 

intact, and finally he must observe every 

known rule to know how to protect the cer- 
tificates which represent his wealth. 

There are three elementary methods of 
protecting a bond or stock certificate. The 
first—and riskiest—method is to keep it 
about one’s person or home; the second is 
to permit the banker or broker to hold it; 
and the third is to use a safe deposit vault. 
This article with its various illustrations 
has reference to the two last, and common 
sense, methods. 


Case 1. The Negligent Man 


Mr. George Brown of Chicago invested 
$200,000 through his bank and had the 
securities shipped to the bank on draft. 
The bank officials were not well informed 
as to the authenticity of these evidences of 
wealth, and, in Mr. Brown’s presence, 
placed the securities in his vault. At his 
death five years later, the administrators 
of his estate found that $10,000 of the 
bonds were registered as to principa] and 
had never been released. The original 
owner had died. It took many months and 
much money to make these bonds salable. 


Case 2. Neglect to Transfer 


Mr. Jacob Crowley of New York City 
purchased 50,000 shares of Rex Mining 
stock. He was “taking a flyer”; the com- 
pany was a prospect and there was no in- 
dication of any such f*eesvrable features 
as dividends. At no time was there ever 
a thought of a reason for transferring these 
shares. Mr. C. gathered his roll of cer- 
tificates, failed to examine them and dug 
out a resting place in his safe. He had 
purchased the stock at 40 cents a share and 
was holding it for 80 cents. 

On the 24th day of March the directors 








of Rex declared that all stockholders of 
March 31 whose names were on the com- 
pany’s books would have the privilege of 
subscribing for 10 shares of new stock for 
every hundred shares shown to. be owned 
on the books. The subscription price was 
30 cents. The stock was then selling for 
50 cents. Mr. C. could buy 5,000 shares 
at 30 cents and sell for 50 cents. A profit 
of $1,000. Inasmuch as Mr. Crowley’s 
name was not on the books of the com- 
pany, he did not hear of this windfall. 
Some one else got that privilege. It was 
never claimed and the $1,000 was lost for- 
ever. 


Case 3. The Lost Dividend 


Back in 1907 the Southern Pacific Co. 
had preferred shares. Mr. Walter Green, 
a broker, held 100 shares. There was a 
demand by the “odd lot” firms to borrow 
this stock against sales ‘for which the ac- 
tual stock was not at hand. Mr. Green 
loaned his stock. Later he called it in and 
received another certificate in another name. 
He immediately transferred the new certifi- 
cate to his own name. 

When the company paid its final dividend 
Mr. Green received a check covering 200 
shares. The borrower, or the buyer to whom 
the borrower had delivered the first 100 
shares, had never transferred the stock. Ten 
years later Mr. Green still retained the extra 
dividend and there was no hope of ever 
tracing it to Mr. Green. Some careless 
man or firm had neglected the transfer. 


Case 4. Neglect to Keep a Record 


A wealthy Mrs. Ward, residing on River- 
side Drive, New York City, kept her securi- 
ties in a safe deposit vault. She, however, 
kept no record of what was in the vault. 
About the first of the month, she opened 
her security box to clip some eoupons, and 
after finishing the clipping, replaced ‘the 
bonds and stock. She wore a rather long 
veil and the folds caught and held out a 
one thousand dollar Anglo-French 5 per 
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cent. bond which is very much smaller in 
size than is customary. Unknown to her 
the veil carried this bond out of the office 
and as she stepped to the pavement, a gust 
of wind blew it to the street where it was 
soon churned into an unrecognizable mass. 
She never knew the number of the bond: it 
was not registered, and all she could know 
was that she had purchased the bond, but 
could never trace its disappearance. 

Needless to say Mrs. Ward ever after 
kept a full record of what she owned in- 
cluding a description. 


Case 5. He Left Securities with the 
Broker 


Mr. Henry Leroy of New Rochelle, N. Y., 
was a wealthy man but was accustomed to 
increase his wealth by a series of specula- 
tions through a well known brokerage firm. 
Mr. Leroy was not an habitual trader, so 
that often, after a “campaign,” he left a 
credit of both money and securities—in 
negotiable form—with his broker. 

Now all good and reliable brokers make 
it a strict custom to set aside the securities 
of customers which are paid for in full and 
left for safe. keeping, or for margin when 
needed. These “good” brokers. place such 
securities in an envelope marked as the 
“Property of Henry Leroy” and on the 
statements rendered they are listed, “Held 
for safe-keeping.” But Mr. Leroy’s brok- 
ers were not of this “good” type. Mr. L. 
did not insist upon this method of business, 
so that when X, Y, Z & Co. failed, it was 
discovered that Henry Leroy’s securities 
had been used by the firm and were thor- 
oughly tangled up with the disaster. It was 
a costly lesson but thousands of other care- 
less investors have suffered and will suffer 
in the same manner. 


Case 6. 5,000 Shares of Nipissing Mines 


A prominent merchant in the tobacco 
business with headquarters in New York 
City presented 5,000 shares of Nipissing 
mines to the cashier of a brokerage firm 
in New York City a few years ago. In all 
there were 100 certificates ranging from 
5 shares to 100 shares. 

This investor had not transferred the 
stock and had neglected to collect two divi- 
dends amounting to about $1 per share in 
all. The cashier began the search, getting 
the addresses from the company’s books. 


After ten months’ work, he collected $4,200 
of the $5,000 due and the cost of collecting 
in postage, time and fees amounted to $100 
The loss was about $900. There was abso- 
lutely no excuse for such negligence. 


Case 7. What Happens to a Non- 
Dividend Payer 

Mr. Edward Dayton of Salt Lake City 
owned 100 shares of Wabash Railroad stock 
(common). Wabash had about as much 
chance of paying a dividend as Comstock 
Tunnel has today. Mr. Dayton owned a 
drug store and never read a financial mag- 
azine. 

One day the Wabash R. R. drifted into, 
the hands of .a receiver and the registered 
stockholders were so notified. Mr. D. was 
not a registered stockholder and he did not 
hear of the trouble. All registered holders, 
or those holding endorsed certificates, were 
permitted to pay an assessment and get 
into the new company up to a certain date. 
After that date the old stock became worth- 
less paper. 

Mr. D. now holds worthless paper. In- 
cidentally, there are a few who did not pay 
the assessment when Northern Pacific re- 
organized years ago. They also hold worth- 
less paper. Mr. D. now knows that it is 
better to be on the books of the company 
as a holder of stock and he will get all the 
announcements sent out in the future. 


Case 8. Keeping Track of Dividends 


A prominent editor of a nationally known 
periodical, whose business acumen is recog- 
nized—or was recognized—by his friends 
had a’speculative account with a brokerage 
firm. He held various issues of securities 
and accepted the statement from his broker 
each month, just as he might glance over 
the headlines of his newspaper while going 
home in the subway. 

Among the securities was American 
Chicle, which paid a dividend. This fact 
was overlooked by the broker’s clerks and 
nary a credit did Mr. Editor get for these 
dividends, but he did not suffer; for he 
never knew. Had he followed the announce- 
ments he would have noted the absence of 
this item at once and held his broker for 
it. Of course the broker was responsible 
for the collection in this case. 


Case 9. A Forgery Case 
A clerk in a New York Trust Co. gained 





























WHAT EVERY INVESTOR OUGHT TO KNOW 


493 





access to the blank certificates of a promi- 
nent corporation whose stock is listed on 
the New York Stock Exchange. He filled 
these blanks out to John Jones, endorsed 
Jones’ name and forged the signatures of 
the transfer agent and registrar. He took 
the certificates to Philadelphia and bor- 
rowed 80 per cent. of their value, about 
$25,000 and left for South America. 

During the course of business, one of 
these certificates fell into the hands of a 
bona fide investor, Mr. Gerald Nelson, who 
sent the certificate to the company to be 
transferred to his name. The records 
showed that there was no John Jones and 
that more than the authorized capital of the 
company had been issued. 

The forgery came to light and Mr. Nel- 
son was able to recover back to the original 
lender. Had he not transferred the stock 
at once, the complications would have been 
serious. Has any reader a forged certifi- 
cate not as yet transferred to his name? 


Case 10. He Lost His Stock 


A Buffalo, N. Y., investor bought 100 
May Department Stores and paid for it. 
He carried it in his pocket preparatory to 
placing it in his safe deposit box, but did 
not transfer it to his name. He did one 
sensible thing: he jotted down the number 
of the certificate in his memorandum book. 
While walking along the street, he acciden- 
tally jerked it from his pocket and did not 
at once notice the loss. The discovery was 
made at the vault. 

Under ordinary circumstances the replac- 
ing of this certificate is serious and suffi- 
cient trouble even if registered in his own 
name, but the situation became complicated. 
He learned the name of the registered holder 
who lived in Cincinnati. It was necessary 
to get a full release from this man to him- 
self of that particular certificate and the 
legal red tape is Gordian Knot-like. 

Suppose the registered owner had left 
for parts unknown or had died? Will any 
rightminded investor take a chance like 
this? 


Case 11. Texas Co. Rights 


A Chicago customer of a large brokerage 
firm owned 100 shares of Texas Co. stock. 
Nearly every year this company increased 
its capital and the holder of the stock re- 
ceived a certificate showing that he had the 


right to subscribe for new stock. Some- 
times the sale value of such rights amounted 
te 30 dollars per share. 

This customer slept peacefully and never 
knew he could claim these rights until mar- 
ket conditions had lowered the price of the 
stock and consequently the value of the 
rights. This example happens daily to 
many hundreds of investors who fail to 
transfer their stock. 


Case 12. A Letter from a Cashier 


“Last Monday a customer called us on 
the ‘phone asking why he did not receive 
a dividend on an odd lot of stock bought 
around the latter part of September, which 
sold ex-dividend the first part of October. 
The dividend was paid about the last of 
that month. Upon our asking him to look 
at the certificate and let us know in whose 
name it was, he reported the name of a 
firm well known in the brokerage business. 
He had assumed that because he bought the 
stock that it would be in his own name. 
(And this man called himself an investor!) 

“Our second case was an individual who 
had purchased a non-dividend paying stock 
years ago which stood in the name of 
a firm which had liquidated its affairs and 
closed up over a year ago. This man was 
pressed for funds but the stock was not a 
‘good delivery,’ not acceptable to the buyer 
under the circumstances, and the man was 
compelled to go without his money until 
all Tegal complications were cleared away. 
His suffering and inconvenience might have 
been intensified, had the transfer office been 
in Arizona or had he been unknown to the 
firm through which he sold the stock.” 


In Conclusion 


While the names used are fictitious yet 
the principles set forth are only too true 
and will happen time and time again unless 
the investor observes the fundamental rules 
of self protection. The investor, who pays 
for his stock and who does not transfer 
it to his own name is no better than the 
householder who goes to Atlantic City for 
the week-end forgetting to close or lock the 
front and back doors or the windows of his 
home, where the silver and valuables are 
tempting bait for the first unscrupulous 
citizen whose eyes turn that way. 


(To be continued.) 














BOND BUYERS’ GUIDE 


A Classification of Listed Bonds 
Arranged by F. M. Van Wicklen 





HE following table includes most of the active bonds listed on the New York Stock 
I Exchange. An endeavor has been made to arrange these bonds in the order of their 
desirability as investments, based upon a combination of two factors, namely, secur- 


ity of principal and income return. 

In many cases it is difficult to determine whether a certain bond should be rated 
above or below anothet, and in this respect the investor who has uppermost in mind security 
of principal will no doubt differ as to classification with one who is concerned primarily with 
the amount of income received from the investment, and vice versa. The arrangement below, 
however, attempts to balance these two factors. 


FOREIGN GOVERNMENT BONDS 
Approximate Yield about, 








price per cent. 
Re SS 2 OS Oe eee eee 97% 8.30 
es en Mr is RUM Po diced evcepecscccesene 99% 8.30 
French Govt. 5%s, April, 1919. PE SE a oe Ae eee ey 93% 11.30 
Be, as a EO, SO, BU, cece conc cecdbdccecdoges 97 10.40 
es Oe nnn. oe wcccechcensestes 95 8.50 
es ey a oc cn deseccesccecusiogs 92 8.00 
oe SS SS a ne eee rrr 8814 10.00 
Am. For. Sec. 5s, Aug. 1919 94 9.20 
Dom. Canada 5s, April, 1921 91 8.25 
Dom. Canada 5s, April, 1926 90 6.60 
Dom. Canada 5s, April, 1931 86 6.60 
French Cities 6s, Nov. 1919 . 82% 17.40 
en Ce IML Lis ca dicklanabaduesocccuvcccicbeses 81% 12.15 
Japanese, 2d Series, Germ. Stpd. 4%s, July 10, 1925.......... 15% 9.00 


RAILROAD BONDS LEGAL FOR NEW YORK STATE SAVINGS BANKS 
First Grade: 


A i BR OD ne voidiin iv Ae dwneesec ct debccsecvdce 73 5.30 
ee ENE EN RR eT et re 80 5.05 
pe Os chat, o.wo des ahi aiid es ccve de asestine 70% 5.00 
Nor. Pacific Cd St Us shlewy cen eaeee euaccen sedssadavens 82% 4.85 
YS ES APRRPE PRESEN Se 8 Sat ee 74 4.80 
Sn Nt a ca as 5 dat dod siisclendws coccevesteccees 88 4.75 
Pens Cems. 40ee, BIG .. ooo cc ccconsvccs cccenseccetoves 97 4.65 
i a a eee tno wahen petit egies 717% 5.40 
Pennsylvania ~ SSG 05 co0 50.0. asatcpshesecedneéveen 87 5.25 
MN nn oe ccc beac dbs enseudsaeqepebdes 717% 5.15 
Lou. & Nash. Unified DC  téancutidestp ace dbedieduseaee 84% 5.15 
eT, SE, a Lieve dd winkin coe cehaubwatdce ses 80% 5.15 
en Ee I LIE. 3S hic cy cde dc Une we ve 0 6éucodeaees 82 5.10 
OE mR ee ee ee 78 5.20 
pO Spi Se ere eee 71 5.50 
Si a Oe I iina is stan dcbitias 94s abwhccess ccccstesé 17% 5.40 
M. St. P. & S. S. agg oom Pe cote tarcadevs 0.0% Cha 03 83% 5.35 
ee nas os wach Covance ene baltage tends ces 58 5.20 
Atch. T. & S. Fe Ge. ta. i988 REE Wohaieth a asdtee wee > tunes 83 4.85 
Go, PU HUIS OUND oSocien noe vc ccuN cweeccccecccccovece : 87 5.00 
Comt. Tow Jereny Gam. Se, 2967s. sociciccicccccccccccccccccce W1% 4.90 
Se SE ey sg ee aa eee 83% 4.80 
ee OR Bi cad wk cc abnue ocahédtenuese se 86% 5.75 
Second Grade: 
a, I i OU es ne alo. oc wc recctces 14 7.40 
C. M. & St. Paul Conv. 4%s, 1932......... ay ets ee 715% 7.25 
fe ye} kt SS 7 eee 67 6.65 
C. M. & St. LENIN Wi MIN cs soc cass kccodeteeccen as 76 6.50 
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ae ee i I I, coc evescccicdawocccscssiccocssaces 75 6.70 
ene 80 5.60 
RAILROAD BONDS NOT LEGAL FOR NEW YORK STATE SAVINGS BANKS 
First Grade: : 
CE ONO OG Tg Seca ths cen occ asesnsecsccss 92% 6.50 
Ce ty A, as oid cakic ba celine oer ccvecstcceccs x 83 6.40 
Gi ae, A Eh ic is Be ov Grd vac wacincn dc ctsccnscecess 62 655 
Sete Tic: Goria, Ga BON soo sse ik ns ctiinn cccccgiccscccccce 9014 5.55 
CE Ss Blt Buna ces cendtinwstecckes conknne 78 5.50 
i en ace Wivedccel hes as 82 6.25 
SE he a ING a's ons siatios no 0 digs Kec'0 660 eset esee$Es 70 6.15 
ee es s,s oe « Sach Sastiron ves 0 onus cpacedectess 58 6.00 
Se ne tic concdccacccceccecscntces 70 6.10 
Fe ee es i es EE PEE Scc case docwcccancnqecesies 65 5.40 
Dias IR I I dni c cb pine Secs wo c.cnsseed os d00en 84 5.50 
eR as onal Od dtd ddee sd cgsiccecdecece 8344 6.15 
Se a ED Ss OR Bene sic cca sqccasecesuceynsecscses 82% 6.15 
sn on is atin a sib ndede4khteenncecds 83 4.85 
in no accu teganss 640 paonctakeces 87% 5.80 
Re Be Fe I FA, nav nip. vb co cece ccctbcsccsscects 87 4.70 
Second Grade: 
De ides sais sinenntbbns do dnes sOedehs<nawass 76 7.05 
De ci I i's bce a 0s a dle dai 08 HR Axl6 0 odenecce bey 88 6.20 
Oe NE, Ts Re DS ine ahetete Gee eecateg se 57 7.60 
pe lS Ry RR ae eran 66 6.20 
re y Se Se | ee aaa 17 6.85 
ee RS rer aie 65% 6.20 
oe Oe ES. ee err ee 7014 7.70 
SS Se ON. ee ae 56 7.50 
Raowe. 2. tee: Te: Bt ey co cwbectevéicst scenes 75% 7.25 
Cc. C. C. & St. Louis Gen. 4s, 1993 56 7.25 
Pie FS [heer 77 8.10 
Ce Be OE ee Be Gy ive cccescacccwes 64% 7.85 
Southern Ry. Dev. 4s, 1956................ 59% 7.10 
WE, Ha Gees NE GR, On ccc beccus sce 93 6.70 
Se. eR ee 7 7.15 
BN ely Mea avaawabe ccooksctecct ane 52 7.90 
Pi I Bit SIS oss csc ncnciuceedbovs sob ccccbheqaktesed 80 6.40 
WR BI. Mies wa verve pekdcdduetedsebisdtcddiuweacses 57% 7.50 
INDUSTRIAL BONDS 
a I By 6 0.4.60 cd cbSuinine cass neces vewenewss 96% 5,90 
ee, es aks Sevwesbebsasiees 93% 6.10 
Cc ne cc cceoaeiuren 87% 6.00 
Oe on ecg vundin wan 95 5.30 
IY 5. od ewes Sues ke bed ohvacodeces 94% 5.30 
eye RRR IER a ey we pers gar 96 5.25 
Gen. Elec. Deb. 5s, 1952.......... PaaGid udhees d Lewkeccepaniga’ 95 5.30 
Car a Bn ck 09S Fe seTENiwaccssqcvapeess 93% 5.50 
CO, SNS SES go a See. Seek cic cs de cbeepaeces 76 6.90 
Lackawanna Steel Cons. 5s, 1950... .... 22. c.. 2c ceeececeeecees 84 6.15 
Aa, ee Cae, Rates, Ge, BONG 6.0 000 lis odccedi os cShasswecse cs 92 6.50 
eo bees tu es 94 6.50 
MR a eS ee 90 7.20 
Se gr a ok ol on inteadiesbennedt 89 700 
CR ME NS WEIN SS rocco epi sscccccscescsccecuses 100 7.00 
PUBLIC UTILITY BONDS 
Comes Gk Bae ir es MA cs oles ac cccnc cc codccccccsesee : 100 6.00 
Eadie I, PURI, Sus oo cana Seccdceckuncucecsdvces 78% 6.45 
Rag I OR I 2565 So bude Joes cicccsvescose 81 6.35 
Am. + eC MR CS ckt 5 bin co culdces coubatceseusee 89% 5.85 
Ni, i SD CR EO, BID on 6s. s cidcesdncceccccscéécces 86 5.60 
Int.-Met. Coll. 4%s, 1956............: ene pdmatah « <tbicdiben sede ss 53 8.60 
Public Service Corp. N. J. Se, 1959. ..........ccccccccccvccces 70% 7.25 
91% 24.00 
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Readers’ Round Table 


[Subscribers are invited to contribute to the Readers’ Round Table Department. From 
our readers we receive many valuable suggestions and interesting ideas, and have inaugurated 
this feature in order that they may present their problems and their thoughts to their fellow 
readers. We believe that this interchange of ideas will prove to the advantage of all. Send 
im your manuscript addressed to Editor, Readers’ Round Table. No names will be used unless 


permission is given.—Editor.]} 





Investment Opportunity 
O the Editor —Three Wall Street men 
were talking over the — possibilities 
of peace. One of them said, “If we 
positively knew that it would come 
within a week, what would be the best thing 
to buy?” 

One thought the railroad stocks would offer 
the best opportunity. The other thought some 
of the Steel stocks would have a sharp rise. 

The third said, “I believe the greatest profit 
would be in buying high-grade stocks like 
Union Pacific, Great Northern, etc., and more 
especially preferred stocks, which can be 
bought on a very high basis of yield. As- 
suming that you can net 10% on such in- 
vestments, in the way of income, this income 
would be 5% more than could be ordinarily 
obtained. This 5% additional, spread over 
ten years, would mean 50%, in fact these in- 
vestments might go on paying for 40 or 50 
years, and either you.or your heirs would 
get the benefit. It would be difficult to pick 
the best speculative stocks, but there is no 
trouble at all in selecting fifteen or twenty 
first-class issues which will probably yield 
a higher net return while the war is on, than 
at any time in the next fifty years. So, the 
investor, in looking for an opportunity, has it 
right there, and that’s what I intend to do 
as soon as'I see the first signs of peace.” 

C. H. L. 








Cost of Living 
Decemser 18, 1917. 
Editor, THe MacAzine or WALL Street: 

Dear Sir: I find Mr. Selden’s article about 
the fallin security prices very interesting, in 
the December 8th number of your magazine. 
One remark is acute, “The cost of living, taken 
as a whole, has not risen as much as the cost 
of goods shown by index numbers” (page 305, 
last column).” 

He continues, “Rents are an important item 
in the average person’s cost of living, and 
rents have not doubled,” etc. But he then goes 
on to make this, to me, illogical addition, 
“Wages also enter into many current costs, and 
these have not risen as much, taking an aver- 
age for all lines of employment, as the direct 
cost of goods.” 

I call this illogical because wages, instead 
of classing. with rents as items in the cost of 


living, are on the contrary the thing the cost 
of living is paid out of. It would have been 
wiser to say that, although rents and some 
other things have not risen as fast as goods 
have, yet the hanging-back of the rising of 
wages offsets the good to the consumer from 
the hanging-back of the rising of rents. 
O. A. O. 

The statement contained in your last sen- 
tence is, undoubtedly, correct, considering all 
wages and.salaries in the U. S. together. There 
have been exceptions in some industries, but 
in my article I was discussing the cost of liv- 
ing, not the ability of the wage or salary earner 
to pay that cost. The latter question would 
have only an indirect connection with the 
subject of the article—G. C. S. 





Marconi Wireless 

[Referring to our discussion of Marconi 
Wireless on pages 404 and 405 of the Decem- 
ber 22 issue of THe MacaziIne oF WALL STREET 
we have received an interesting letter from 
Mr. John Bottomley, the vice-president, from 
which we quote below the most significant 
statements.—Enrtor. ] 

“Marconi is one of the very few stocks in the 
market which has suffered no fall in price. 
Whether the Marconi Company is getting its 
share of war business would be a rather diffi- 
cult question to answer from my point of 
view, as the share to which I believe the com- 
pany is entitled would be the whole of the 
contracts put out by the American Govern- 
ment, but of these the Marconi Company has 
secured probably five-sixths. Under any cir- 
cumstances, the Marconi Company has se- 
cured more orders than its capabilities could 


‘carry and it was, therefore, obliged, first, to 


double the size of its factory at Aldene, N. 
J., second, to treble the size of its factory and, 
third, to quadruple the size of its factory, 
which latter work is now in course of prog- 
ress. 
“After the war is over, the company will re- 
sume Transoceanic work and as it controls 
all the mercantile marine, the majority of 
which are being held by the Government to- 
day, the receipts will increase largely and, 
if you are a sufficient prophet, you will know 
what will become of the stock after the war. 
“At the end of 1916 $850,000 was shown to 
the credit of the profit and loss account. That 
amount will be probably doubled in 1917 and 
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unless the directors should pursue the same 
very wise policy and not pay out money but 
conserve the money and use it to pay for raw 
material, dividends may certainly be expected. 
By conserving the money, this company is 
gaining on an average from $48,000 to $75,000 
per year for prompt payment of apparatus 
purchased. 

“The attitude of the United States Govern- 
ment is of the most friendly nature. It con- 
sults the Marconi Company on all occasions 
and gives it the first opportunity of bidding 
on any apparatus required for the service 
of the country. 

“In conclusion I would say that the Marconi 
Company was never in better condition than 
at the present time and the prospects were 
never brighter—J. BotromLey, Vi1ce-PRESIDENT 
Marconi TELEGRAPH Co. 


Mortgage Bonds and Taxation 


Fairmont, W. Va., Dec. 20, 1917. 
MAGAZINE OF WALL STREET. 

Dear Sirs: I have made some investigations 
as to the liability of mortgage bonds to taxa- 
tion. The results of my investigations may 
be of interest to your readers hence I give 
them to you. The state and municipal taxes 
on the average run about 2%, so that the 
saving of that amount of taxes is a very ma- 
terial consideration. 

In law the mortgagor is the legal owner of 
the entire property, legal owner means record 
owner or ostensible owner, apparent owner to 
outsiders. The mortgagee is equitable owner 
to the amount of the mortgage and as between 
the mortgagor and the mortgagee he is ab- 
solute owner. 

In West Virginia and in most states the 
mortgagor is taxed for the full value of the 
property, that is he pays the taxes on the 
equitable interest of the mortgagee. Now I 
claim that the state has no right to make the 
mortgagee pay taxes on his mortgage, because 
that is double taxation which is prohibited 
under the 14th amendment of the Constitution 
of the United States. Ali must be taxed 
equally. 

To illustrate: 

A owns a $5000.00 farm free from indebted- 
ness. 

B owns a $5000.00 farm with a $3000.00 
mortgage on it. 

The state collects taxes on $5000.00 from A 
on his farm and on $8000.00 from B on his 
farm. Is that equality? 

True it is that the mortgagee pays taxes 
on $3000.00 of it but B has eventually to pay 
it as the mortgagee is bound to charge more 
for the loan of the money when he has to 
pay taxes on the money loaned than if the 
loan was free from taxes. 


The. state has, undoubtedly, the right to 
make the mortgagor pay the full value of the 
farm, but it has no right at the same time to 
make the mortgagor pay additional taxes 
through the mortgagee for the additional taxes 
are paid by the mortgagee for the benefit of 
the mortgagor. So that the state in such 
case collects taxes on the $3000.00 twice. 

I say that is not fair and it is not consti- 
tutional. That is favoring the rich man as 
against the poor man. There are no mort- 
gages on the rich man’s farm. 


As authority for the above statement I 
cite the case of Savings Society vs. Multno- 
mah County 169 U. S., 421, a decision by the 
Supreme Court of the United States. 

“The personal obligation of the mortgago1 
to the mortgagee is not taxed at all. The 
mortgage and the debt secured thereby are 
taxed as real estate, to the mortgagee not be- 
yond their real value, and only so far as they 
represent an interest in the real estate mort- 
gaged. The debt is not taxed separately but 
only with the mortgage; and is considered as 
indebtedness within the state for no other 
purpose than to enable the mortgagor to de- 
duct the amount thereof from the assessment 
upon him, in the same manner as other in- 
debtedness within the state is deducted. And 
the mortgagee, as well as the mortgagor, is 
entitled to have deducted from his own as- 
sessment the amount of his indebtedness with- 
in the state. The result is that nothing is 
taxed but the real estate mortgaged, the inter- 
est of the mortgagee therein being taxed to 
him and the rest to the mortgagor. There is 
no double taxation.” 


This opinion plainly holds that where the 
mortgaged property is taxed to its full value 
to the mortgagor, the mortgage cannot be 
taxed to the mortgagee. 

This is to the benefit of the mortgagor, for 
if the mortgagee pays no taxes, he can loan 
money on a mortgage at a lower rate. That 
is the legal rate less the rate of taxation. 

This same rule applies to mortgage bonds 
and where the mortgaged property lies in the 
same state as the owner of the bond they can- 
not both be taxed. If in different states they 
can both be taxed as the 14th amendment to 
the U. S. Constitution does not apply in such 
case. 


Where the state law does not specify whether 
the mortgagor or the mortgagee shall pay 
the taxes on the mortgage, they may specify 
in the mortgage as to which shall pay it. 

This question hence is important when con- 
sidering the value of a bond. ; 

C. H. Duncan, 
313 Masonic Temple, 
Fairmont, W. Va. 
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Bond Inquiri 





The Gamble on Russia’s Political Future 


T. O. J., Hazleton, Pa.—Conditions are so 
chaotic in Russia that it is impossible for us 
to reach any conclusion as to the outcome of 
it all. We can only say that the Russian In- 
ternal bonds are in the nature of things in a 
very speculative position. Unless you are 
willing to gamble on a final favorable settle- 
ment of the political situation in Russia, we 
believe it would be better for you to sell now 
before you become further involved in losses. 


Features of Foreign Bonds 


T. K. R., Scranton, Pa—You are in error 
in concluding that “we are in the same boat 
with Great Britain and France, and if they 
are unable to meet their obligations, our own 
securities will not be of much value.” The 
national debt of the United States is in far 
smaller ratio to the income and wealth of 
this country than the national debt of Great 
Britain or France. Otherwise it would not be 
possible for this Government to sell its bonds 
at a so much relatively higher price than 
Great Britain or France. Our economic and 
political position is much more secure than 
that of either of the countries mentioned. At 
the same time we do not consider it probable 
that the Anglo-French bonds will be repudi- 
ated, or that the Governments of Great Brit- 
ain and France will not be able to meet this 
obligation at my ve 8 The question for a 
holder of these bonds to decide is whether 
or not he wishes to hold them in face of a 
probable further depreciation in market value 
and against a possible seriously unfavorable 
decision in the war theatre. If you desire to 

free from worry on these points we advise 
you to sell the bonds and place the proceeds 
in Liberty Bonds or hold the money in hand 
for reinvestment in high grade bonds or pre- 
ferred stocks, at a time when market condi- 
tions become more settled and the outlook 
more reassuring. 


A High Grade Utility Bond 


A. F. M., Louisville, Ky—N. Y. Tel. 4% 
bonds are direct obligations of the company, 
and secured by a mortgage on practically all 
the property now owned or hereafter ac- 
gurek, subject to approximately $3,000,000 un- 

erlying bonds, which will all be paid at ma- 
turity. They are also secured by deposits 
with the trustee of other valuable collateral. 
The company owned the most valuable tele- 
phone property in the United States, including 
real estate worth around $23,000,000, together 
with underground conduits in the cities of New 
York, Jersey City, Newark, Albany, etc. The 
company is the only one operating in New 
York City, and the only company operating a 
comprehensive system throughout the state. 
On December 31 the company had in oper- 
ation over 1,361,179 subscribers’ stations; in- 
cluding associated and connecting companies 
2,393,179 stations. The value of $82,000,000 is 
fixed for the New York properties alone. 





These bonds enjoy the very highest invest- 
ment rating. The earnings for years have 
been equivalent to many times the interest 
charge of the issue. 

Their decline from around par can only be 
attributed to general investment conditions, 
and the probable fear that these high grade 
utility bonds may follow the market action of 
similar securities in England during the war. 
Their position leaves no room for doubt as 
to their investment strength and while we 
do not advise their purchase because of gen- 
eral market conditions, we recommend that 
you hold what you now own. 





An Attractive Speculative Bond 


C. E. F., Boston, Mass.—Seaboard Air Line 
Adj. 5s yield around 14%. They are secured 
by a second mortgage on 278 miles, a third 
mortgage on 531 miles, a fourth mortgage on 
1,568 miles, and a second mortgage on other 
valuable property. Interest, which is cumula- 
tive, has been paid regularly since 1909. Full 
interest is being earned on these bonds, which 
were originally offered at 70 and sold at 68 
during 1917. As a speculation, they have much 
to recommend them, and we advise holding. 





Lower Bond Prices with a Long War 


G. I. N., Butte, Mont.—We believe that long 
term bond issues, if the war is prolonged will 
sell lower by reason of the competition of new 
Government loans. 

Chicago, Rock Island & Pacific, Ist and re- 
funding 4s, are not entitled to rank among the 
highest grade bonds, but they are well se- 
cured and there need be no apprehension as to 
their ultimate safety. We do not particularly 
favor the purchase of these bonds now, but we 
should not advise a holder of them to sacri- 
fice them at much below the prices paid. 





- Choice of Investments 


O. R. W., Newark, N. J.—High grade, pre- 
ferred industrial and railroad stocks of un- 
questioned intrinsic value are preferable for 
investment now, to bonds because the latter are 
likely to be quite seriously affected by further 
Government financing in the event of a long 
war, and while the same is triie of preferred 
stocks, the chances. of eventual profits and 
the attractive income are counter-balancing 
factors in their favor if compared with the 
more restricted income return and price range 
of bonds. This reasoning applies in case the 
investor is a business man and is in a position 
to assume the slightly greater risk involved in 
the purchase of preferred stocks as compared 
with high grade bonds. 

This reasoning, however, does not apply to 
convertible bonds which are now selling on 
such a low ‘basis such as Chesapeake & Ohio, 
convertibles and Southern Pacific convertibles, 
for these bonds are practically on the same 
income basis as many high grade, preferred 
stocks, and the pros of appreciation is also 
present to a large degree. 
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Can the Express Companies 


“Come Back?” 


Outlook for Adams, Wells-Fargo, American and United 
States Stockholders—Differing Positions of . These 
Companies 





By A. U. RODNEY 





HEN it rains it pours” is an old, 
old adage. To no branch of 
our industrial activity has this 

, saying more aptly applied than 
to the poor express companies. Back in 

1909, the express companies were among 

our premier money makers. The prices for 

their stocks are mute testimony as to what 
they were thought of in the investment 
world. 

From the day that public opinion crystal- 
lized itself into a Governmental investiga- 
tion of the operations of the express com- 
panies the companies have “never been the 
same.” Blow followed blow, operations 
were handicapped, revenues curtailed in one 
way or another until the companies are, as 
you now see them, groveling in the dust, 
their shares depreciated to between 50 and 
60 per cent of their former valuations and 
stockholders who have had courage to stick 
to their guns through the long and soul- 
trying debacle, are now wondering what 
will be the next twist in their unfortunate 
affairs. 

From a stock market angle the securities 
of the express companies have not been 
very interesting in the past owing to the 
fact that the prices for them have been be- 
yond the speculative reach. For many years 
these prices ranged up in the hundreds of 
dollars per share, so that they concerned 
the typical investor little. It took the grand 
smash in recent months to reduce them to 
a reachable level and it is this reason, 
coupled with the wide-spread inquiry as to 
what will happen to the express stocks and 
how they stand in the investment mart, that 
leads us to analyze them at this time. 

“Express” Difficulties 

Perhaps it would be better in order to 

understand the difficulties that have over- 





taken the express companies, to chronicle a 
short resumé of their recent history. When 
the Interstate Commerce Commission, late 
in 1913, concluded their investigation of- 
the operations of the various companies, a 
drastic cut of 16 per cent. average (from 
the then prevailing rates) was immediately 
ordered. To adjust their position to this 
new state of affairs the company thorough- 
ly overhauled their respective organizations, 
cutting expenses wherever possible to meet 
this enormous loss in revenue. About the 
time that this order went into effect the 
newly inaugurated Parcels Post was begin- 
ning to make itself felt. Competition in 
the small parcel transportation was particu- 
larly felt as this was one of the most re- 
munerative branches of the companies’ 
business. Large losses for the fiscal years, 
1913 and 1914 showed in the income state- 
ments and things looked black indeed for 
the express companies. 

Why the losses were not larger and why 
many of these companies did not go out of 
business was an enigma to some, but the 
reason is found in the fact that the express 
companies had built up so many ramifica- 
tions in conjunction with their delivery 
business that they were well able to stem 
the tide of destruction after a fashion. Of 
course, the transportation of various articles 
is the major operation of these companies, 
but in the many years of their successful 
existence they wisely built up other busi- 
nesses of no mean magnitude. In the days 
of large profits the companies invested and 
carried on operations in the real estate field 
and in addition utilized their extensive 
organizations to operate in the foreign ex- 
change field, to deal in money orders and 
travelers’ checks. 

When the return of public confidence 
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(due in a large measure to the absolute 
fairness displayed by the companies’ offi- 
cials during the trying days of investiga- 
tion) and the abatement of official hostility, 
the outlook for the future was brighter and 
business took a turn for the better. The 
happy condition of affairs was not to last 
long as the effects of the war and the tre- 
mendous tie-up in transportation facilities 
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soon began to affect the operating ratios 
adversely, thereby offsetting the increased 
revenues from returned business. This con- 
dition obtained for the two years preceding 
our entrance into the war, but when we 
joined the Allies the climax of a series of 
unfortunate incidents was staged. Although 
gross revenues were maintained and very 
often were increased, costs took a trernen- 
dous jump until net earnings have been 
forced to low levels unprecedented. 

So, truly, “when it rains it pours.” What 
will happen to the express companies now? 
Prices for their stocks are at the lowest 
level in years. Do they discount the future 


difficulties? Let us consider the compan- 
ies separately. 
Adams Express Company 


It is a wonder to many in the present 
year at least that Adams Express Company 
stock has not declined further. The com- 
pany since the end of the last fiscal year 
has been showing large deficits from the 
revenue obtained from the forwarding end 
of the business, and still the stock main- 
tains a level of around 75. The answer is 
found in the fact that Adams Express re- 
ceives a large part of its income from its 
outside investments. Adams Express in- 
vestment holdings include industrial rail- 
road stocks and bonds and bonds of its 
affiliated companies, the Adams Express 
Building Company, bank stocks, etc. 

Exclusive of express operations in 1916, 
the company showed a total income of $2,- 
132,092, and after all charges the net in- 
come from other than express operations 
was $1,170,179, or an amount almost equal 
to $12 a share on the 100,000 shares out- 
standing. It can be seen, therefore, that if 
the Adams Express Company was able to 
break even on its express business, income 
from outside sources would be enough to 
cover its $4 per annum dividend require- 
ment. But for the seven months ended July 
31, 1917, this company showed a deficit 
from express operations of $983,662, the 
largest deficit occurring in the month of 
July and amounting to $370,850. There 
has been no let up in the increased costs of 
operations and as a matter of fact the last 
few months have aggravated the confusion 
owing to the complete upset in our transpor- 
tation system. 

At the last meeting in November the com- 
pany cut its dividend from $1.50 quarterly 
to $1 quarterly, showing the pressing need 
for conservation of funds. Adams Express 
has not only been hit by general difficulties 
affecting the express companies, but is fac- 
ing large losses because of the depreciation 
in market value of some of its security 
holdings. For example, on a large block 
of New Haven from which at present it is 
deriving no returns in the way of dividends. 
The company has wisely set up a reserve 
fund on its balance sheet to take care of 
the losses by shrinkage in market value of 
its securities, but this, of course, does not 
benefit the stockholders in the long run. 


























CAN THE EXPRESS COMPANIES “COME BACK”? 


501 





Adams Express has had a fairly good 
record of earnings in the past, and before 
the blow fell upon the express companies 
in 1913 it paid 12 per cent. dividends for 
years. In 1914 the dividend was cut to 9 
per cent. and in 1915 was further reduced 
to 4% per cent. For the 1916 year, ended 
December 31, the dividend was marked up 
to 6 per cent. These various changes in 
dividend disbursements chronicle correctly 
the ups and downs in this company’s for- 
tunes during the last few years. When the 
dividend was cut to 9 per cent. in 1914 
only 2.48 per cent. was earned. The fol- 
lowing year 8.8 per cent. was earned and 
1916 showed one of the best years in the 
company’s history. What will happen now 
no one can predict with any degree of ac- 
curacy. The conditions working against 
the company are likely to prevail for some- 
time to come even as long as the war lasts. 
Some relief may be experienced under the 
new control of the railroads by the Govern- 
ment, but it is likely that the express com- 
panies’ troubles will not be given much con- 
sideration until other big problems are 
settled. 

Adams Express at 75, however, consider- 
ing its past record and the large equities 
behind the stock, looks fairly attractive, and 
although the stock returns a low yield in 
comparison to other industrials in the pres- 
ent market. 


Wells Fargo 


This company is one of the best and 
most successful of our forwarding concerns. 
For many years extraordinarily large sums 
in the form of earnings were returned as 
the prices for the stock from 1902 to 1909 
testify. On the $8,000,000 capital stock 
outstanding in 1907-8-9, 53.92 per cent. ; 
50.99 per cent. and 58.30 per cent. re- 
spectively was shown in those years. In 
1910 when the capital stock outstanding was 
incfeased to $15,983,700, 30.18 per cent. 
was earned. Up until 1914 the company 
earned a substantial amount over its 10 
per cent. dividend requirement, but in that 
fatal year for the express companies the 
earnings of even this company began to hit 
the toboggan. The dividend for 1914 was 
cut to 8 per cent. and further reduced ih 
1915 to 6 per cent., where it now stands. 

When the United States Express Com- 
pany went out of business in 1914 this 


company took over a large part of its con- 
tracts on a very favorable basis and was 
thereby able to extend its business consid- 
erably. As it happens, however, this in- 
crease in business was to benefit the com- 
pany little, because from that time on the 
real difficulties were encountered. Like its 
competitor, the Adams Express Company, 
this company is a large holder of outside 
securities and the dividend from these 
stocks went a long way in lean years to the 
sustenance of Wells Fargo dividend. In 
1914 when operating revenues from trans- 
portation fell away badly (as shown in 
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the table), income from investment hold- 
ings completely maintained the dividend. 

When the 1916 year was reported it 
was thought that Wells Fargo had returned 
to its former large earning basis. A total 
income of $4,020,774 as against $2,338,- 
677 for 1915 was shown for the year, an 
amount equivalent to 16.77 per cent. on the 
capital stock. When these large earnings 
are analyzed, however, it can be seen that 
they could not continue indefinitely because 
they were derived from a great rush of busi- 
ness due to the abnormal poupelty in this 
country during that year. 

It was thought that these earnings might 
continue throughout this year, and they 
probably would have if it were not for our 
entrance into the war and the confusion re- 
sulting therefrom. Wells Fargo was affected 
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with the rest by the tremendous increase in 
cost for handling its business and at the 
present rate earnings will show a large drop 
from last year’s totals. 

The stock, however, has declined consid- 
erably and seems to have discounted the 
worst for the present. The company has 
excellent management, taps the most lucra- 
tive field in the business, and any change 


of seeing American Express Company on 
the public market as often as two or three 
times a week. The decline in its stock has 
been drastic, often as much as 10 to 20 
points losses being shown between sales. 
The conditions affecting the express compa- 
nies in general apply, of course, to the 
American. Its earnings, the price for its 
stock and the surplus reported varies di- 








VITAL OPERATING STATISTICS OF THREE EXPRESS COMPANIES 
ADAMS EXPRESS COMPANY 








Total operat. Net Operating 
Revenue Revenue Net Income Surplus 
a ele diate Gligiiin sgareinl $13,928,750 $1,849,563 $2,661,243 $1,461,243 
2,232,372 2,922,161 1,708,481 
1,500,312 2,825,489 1,614,209 
1,205,390 1,877,429 667,349 
171,967 1,005,482 204,598 
761,643 250,270 657,290 
115,992 815,086 361,306 
2,178,507 3,219,372 2,719,372 
WELLS FARGO 
Total of Net Operating 
Revenue Revenue Total Income Surplus 
OF. URL Set dias cteeseedeccorss s09 $13,060,233 $3,395,299 $4,664,379 $3,864,379 
14,382,435 3,392,943 4,824,541 3,226,171 
2,390,815 3,489,892 1,093,152 
2,541,341 3,441,674 1,044,934 
2,025,951 3,045,426 648,686 
1,473,603 2,344,595 427,203 
1,694,166 2,338,677 900,633 
RE eens s te Seasecccadapes 23,141,276 3,293,588 4,020,774 2,582,730 
AMERICAN EXPRESS COMPANY 
Total Express 
Income TotalIncome Net Income Surplus 
Re i BE AR epee ore $2,164,092 $3,539,264 $3,473,453 $1,313,453 
BED i.nkc cabbage gee ceeetoncsessenace 1,957,492 2,828,800 2,828,800 1,208,800 
ivickiccontedntadennetetnayhanwhe 3,060,514 4,606,875 4,456,808 
BUR ss sbbowas tb andhoechaas idacehes 1,340,415 2,916,773 2,853,460 693,460 
RRS re Pe errrrer Tire ayy 571,878 2,010,996 1,878,108 281,892 
BG en seekcate ch kveisss Bewgeceeenke 644,770 13,056 161,551 1,601,551 
REED aetcncscpectsevesscseecdsesbeds 594,998 1,138,729 971,174 271,614 
ME oceun codbchas tes oks chee sbgseetbe 3,280,738 3,907,631 3,669,036 2,707,140 








for the better should show up immediately 
in its earnings. For a long pull invest- 
ment Wells Fargo looks very low. 


American Express Company 


To the investing public American Ex- 
press stock is very little known. There 
are only 180,000 shares outstanding and 
many years ago the stock was safely lodged 
in the strong boxes of conservative inves- 
’ tors never to be disturbed in their estima- 
tion. Changed conditions in the past year 
or so have upset the best laid investment 
‘plans and we have been treated to the sight 


rectly with the fortunes of the express com- 
panies as chronicled above. 

A remarkable thing about American Ex- 
press is its recuperative powers. In 1914, the 
worst year for the express companies, a de- 
ficit of $1,601,551 was shown and the divi- 
dend cut from 12 to 8 per cent. The fol- 
lowing year a slight recovery was made, 
5.39 per cent. being earned on the stock, 
but the dividend was sliced in half to 4 
per cent. In the rush of business in 1916 
American Express showed a net income of 
$3,669,036 against the 1915 showing of 
$971,174, or 21.38 per cent. earned on the 
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stock for that year. To show what a huge 
cut the high cost of operating this com- 
pany has made in the operating income, 
the gross revenues for the six months, Jan- 
uary 1 to July 31, in the 1916-17 year, 
were $34,598,121, and in the 1917-18 year 
were nearly $8,000,000 more, or $42,232,- 
190. The operating income for the same 
period in 1916-17 was $1,538,031, but in 
1917-18 it fell to $481,309. 

These figures, better than words, give an 
accurate picture of the state of affairs at 
present. The American Express through 
its various sources of income will in all 
probability be able to maintain its $6 a 
share dividend even under these adverse 
conditions. If they are extended for an- 
other year, however, there is likely to be a 
sharp cut. Evenwally American Express 
will come back along with the rest, but the 
outlook is none too bright at present. 


United States Express Company 


When the officials of this company saw 
the hard times coming on they wisely 
jumped the sinking ship before it .was too 
late. In 1916 when the express company’s 
earnings came back many thought that the 
directors made an unwise move, but 
subsequent events showed that they certainly 
did get out at the right time. 

The company was organized in 1854 as a 
voluntary association. It conducted busi- 
ness throughout the United States, con- 
tracted with various railroads and its busi- 
ness was as flourishing and prosperous as 
the other companies engaged in this pur- 
suit. In 1914 the directors saw that the 
business was being conducted at a loss and, 
although small at that time, bade fair to 
increase steadily. 

The outlook for the express companies 
at that time was as black as pitch and the 
officials thought that this was the time to 
distribute their assets while they still had 
them. A committee was appointed, operat- 
ing contracts were sold as well as its equip- 
ment and some of its realty holdings and 
securities. 

A liquidation dividend of $25 per share 


was declared payable November 15, 1915. 
Payment of this dividend required the sum 
of $2,500,000. 

On May 9, 1916, another dividend of $15 
a share was paid and on November 10, the 
third payment of $8 per share was made. 
In July of this year $2 as a fourth payment 
was made, making a total of $50 per share 
distributed. 


It was stated at that time that the book 
value of the remaining assets after payment 
of the fourth distribution would amount 
to about $4,500,000. 


A total liquidated value of about $95 per 
share is placed on the stock, leaving about 
$45 undistributed. This sum will probably 
be paid off from time to time as various 
matters are adjusted, so that after all stock- 
holders of United States Express Company 
fared the best in the final analysis. 


Conclusion 


It is obvious that the express stocks are 
peace stocks. While a return to normal 
conditions may be accompanied by lessened 
business activity, the great difficulties in 
the form of high material and labor costs, 
congestion, disturbed transportation facili- 
ties and their resultant burdens will be elim- 
inated to a marked degree. Then and 
only then will the express companies again 
come into their own. 

The express business is one that can be 
rehabilitated easily. Not much, in com- 
parison with industries of a like magnitude, 
is invested in plant and equipment, most 
of the expenses are of a transitory nature. 
Thus the system can attain its maximum 
efficiency in a very short time. Besides 
business with foreign countries, mainly 
belligerents at present, will again make up 
the budget so that shortly after peace is de- 
clared the express companies should regain 
their former standing. 

In the meantime the stocks of all of them 
have depreciated to an alarming extent and 
one who can take a long look ahead can 
safely put a few shares away for a long 
pull investment. ’ 





























Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
RECOMMENDATIONS, to purchase or sell. 





ADAMS EXPRESS—(See special article) 
AM. EXPRESS—(See special article) 


AM. T. & T.—Depreciation Charges $55,- 
poe mR md belongs to that class of 
utilities which had been more hurt than 
helped by the war. But the effect of the 
war is nowhere as serious as in the case 
of the railroads, street railways and other 
utilities, where rising costs have run away 
with the normal balance between gross and 
net. The worst effect has been that it has 
created pressure for extensions at a time 
when labor was becoming scarcer and when 
its cost of construction was 30% to 35% 
above normal. It is likely, however, that 
this situation can be effectively handled by 
closer co-operation between the Government 
and the company, Telephone differs from 
the great majority of other utilities in that 
year after year it has set up a large allow- 
ance for depreciation. Company has in its 
depreciation charge a margin of safety 
worth considering. In 1916 19% of gross 
was set up for depreciation, expended for 
new construction, the theory being that 
uncapitalized new property would offset 
the depreciation in the old, already con- 
structed property. Depreciation charge for 
1917 will be about $55,000,000, the bulk rep- 
resented by property additions. 


BAY STATE—Receivership A Breathing 
Spell—Following appointment of receiver, 
Pres. Sullivan issued a statement: “The re- 
ceivership is made necessary by the coin- 
cidence of unusual cash requirements and a 
lack of borrowing capacity. The large cash 
requirements proceed from the high cost 
of operation. The lack of borrowing ca- 
pacity is due to the poor credit of street 
railways. Their earning power is regarded 
as poor megan 4 They can neither borrow 
money nor sell stock and bonds. These 
conditions are not permanent. 


B. R. T—No Cold Feet—Public Service 
Commission announced that no further tests 
would be made of the plan‘ of turning off 
heat in cars during rush hours as a means of 
coal conservation. No moderation of the 
present heating requirements will be al- 
lowed. 


CITIES SERVICE—Preferred Earnings 
e—A circular by Henry L. Doherty & 

Co. states that earnings for November were 
the largest reported in 1917, with the excep- 
tion of January. Gross was $1,732,413 
against $1,328,389 in November, 1916, an in- 
crease of $404,024, or more than 30%. Gross 
for 12 months ended Nov. 30, 1917, were 
$19,110,629, an increase of $10,038,910, or 
111%. After expenses, interest and pre- 
ferred dividends, there remained a balance 
for common and reserves of $15,102,348, an 
increase of $8,829,860, or 141%. This is equal 


to $61.09 on each share of common outstand- 
ing, compared with $33.08 in 1916. Pre- 
ferred dividends were earned 5.13 times, 
against 3.77 times. Surplus and reserves 
were $22,597,907, and earnings available for 
reinvestment were $27,056,138, $1,247,682 
having been added during November. 


_ MASS. ELECTRIC—Committee Regard- 
ing Finances—Shareholders voted to appoint 
a committee of four to confer with the man- 
agement and secure information regarding 
finances, requested by a shareholder. Pres. 
Abbott stated that it is the intention to in- 
vite two members of noteholders’ committee 
to a place on the board of trustees. Pres. 
Abbott added that legally the note holders, 
if Bay State collateral is insufficient to meet 
the $3,000,000 note issue, can prove against 
the balance. “That is the legal situation,” 
he said. “We have got to deal with our note- 
holders, and I believe we shall find them in 
a reasonable frame of mind.” 


PHILADELPHIA R. T.—Decrease in 
Monthly Surplus—Although operating ex- 
penses have been rising, November was the 
first month in 1917 to show a decrease in 
surplus over fixed charges. The decrease 
was less than $21,000, surplus being $205,462, 
against $226,363 in November, 1916, due to 
higher cost of operation. The ratio of ex- 
penses to gross was 59.5%, whereas October 
had marked the previous top at 55.8%. In 
November, 1916, the figure was 55.9%. Oc- 
tober reflected a gain in surplus of less than 

,000. For five months earnings were $1,- 
116,848, which is $128,029 more than in the 
corresponding period of 1916. This is a 
slight improvement on the 9% earnings 
basis for the fiscal year ended June 30, 1917. 

Diminished operating profit in November 
was on a large volume of business, gross 
receipts being $2,512,229, an increase of 
$150,293, or 6.4%. In only five different 
months has gross exceeded $2,500,000. 


U. S. EXPRESS—(See Special article) 
WELLS-FARGO—(See Special article) 


WESTERN UNION—Well Established 
on 6% Basis—Company is pretty definitely 
established as a 6% stock. Directors could 
advance the regular rate to 7% or even 8%, 
if they chose. But they are unlikely to do 
this. In fact, it will probably be deemed 
better policy to keep the stock as a regular 
6% issue and distribute an extra at the end 
of each year if general conditions warrant 
such liberality. Western Union in 1917 en- 
joyed the greatest prosperity in its long 
history. Its gross will show a gain of $11,- 
000,000, making total oes: $72,000,000. Of 
this company will add a little better than 
$1,500,000 to net. Share profits will be be- 
tween $14 and $15 after deduction of income 
and excess profits taxes. 
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Public Utility Inquiries 





A Public Utility Worth Holding 


H. S. Troy, Ala.—Hartford City Gas com- 
mon stock has always enjoyed a high rating, 
but like all other public utility issues it has 
succumbed to the stress of war conditions, 
both from the standpoint of relative values 
in the market and from the standpoint of 
unfavorable influences on earnings. We be- 
lieve, however, that there is no reason for 
your sacrificing this stock now. While the 
margin of safety over the dividend may be 
expected to decline owing to the difficult 
operating conditions that now prevail and in 
all probability will prevail for the duration 
of the war, there is reason to believe that 
the stock has pretty fully discounted for the 
time being, the unfavorable factors in the 
situation, and with any favorable turn in 
the general market you should be able to 
get out of it to better advantage. 





Two Guaranteed Stocks 


F. W. B., Hartford, Conn.—Manhattan 
Railway Guaranteed 7% stock is down be- 
cause of generally unfavorable investment 
market conditions. Dividends are assured as 
nearly as anything can be assured in the 
stock market. Under $100 a share we be- 
lieve this stock to be a conservative pur- 
chase. 

The dividend of the Cincinnati Gas & 
Electric Co. is guaranteed by the Columbia 
Gas & Electric Co. The Cincinnati com- 
pany has a very favorable dividend record, 
and we believe the payments are safe for 
the future. In the twelve months ending 
October, gross income of the Union Gas & 
Electric Co., which rents the Cincinnati Gas 
& Electric Co., was $2,584,000, an increase of 
17% over the corresponding rate of the pre- 
vious year. The rentals paid to the Cincin- 
nati Gas & Electric Co., including dividends 
on the stock, were $1,964, 


American Telephone’s Dividends Secure 


R. E. H., Battle Creek, Mich—American 
Telephone & Telegraph has been sentimental- 
ly affected, marketwise, by the unfavorable 
attitude toward public utility stocks in gen- 
eral, on the part of investors because of the 
feeling that war conditions will continue to 
hurt the earnings position of these companies 
in this country, as it has in England, for in- 
stance. But if you are willing to buy or hold 
the stock regardless of temporary market 
fluctuation, we believe that you maw feel se- 
cure so far as your income return is con- 
ae and we can recommend it for invest- 
ment. 





Status Central States Electric 


L. C. H., Monroe, La—Central States 
Electric, as you doubtless know, is a holding 
company, which has acquired over 75% of 
the entire stock (common stock) of the 
Cleveland Electric Illuminating Company. 
The percentage of balance of earnings avail- 
able for dividends on the Cleveland Electric 
Illuminating common stock accruing to the 
Central States Electric Corporation; through 
its control of that stock, has been as follows: 


a RO ee $1,141,383 
1914 866,621 
oc, MEET ee Re 836,653 
1916 863,707 


For the twelve months ended June 30 the 
Cleveland Illuminating Company earned a 
balance for common dividends of $1,145,894. 

We believe that the Central States Elec- 
tric preferred stock may be regarded as very 
secure as to its dividend, and we hardly sug- 
gest that you accept any such loss as the 
stock would show you, if you sold it, on the 
present market. 








SUGGESTIONS IN REGARD TO INQUIRIES 
The very heavy volume of inquiries which this publication is now receiving makes it nec- 
essary to ask our subscribers to co-operate with us in order that we may maintain and improve 
the high quality of service which the Investors’ Personal Service Department renders to our 


readers. We therefore suggest that: 


(1) Not more than two or three inquiries be submitted at one time. Occasionally a sub- 
scriber sends in a long list of securities asking for an opinion on each. The careful manner in 
which the Investors’ Personal Service Department handles its inquiries makes it impossible to 
give such inquiries the immediate attention necessary, without slighting other inquirers. 

(2) Write all inquiries on a separate sheet of paper, which should bear the writer’s name 


and address. 


(3) Enclose stamp or stamped and addressed envelope. 

The above suggestions are drawn up for the benefit and protection of our readers and 
those inquiries which conform with them will receive first attention. 

When a reader wishes a special investigation or a special analysis of a security or a subject 
we shall be pleased to submit an estimate of the special charge for such work. 
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Position of the Oil Stocks 


Is It Time to Buy Them?P—Which Ones Should Be Avoided? 
—Analyses of Prairie Oil and Gas—S. O. of Indiana— 
Swan & Finch—Sapulpa Refining 





By LAURENCE R. BEECH 





T is no matter for wonder that a 
business which has been respon- 
sible for more quick fortunes 

=—— than any other with the exception 
of mining, should, because of its appeal to 
the imagination, prove irresistibly alluring 
to speculators. But it is the irony. of fate 
that so much capital is risked in this busi- 
ness by people who cannot afford to risk it, 
and that so many who ought to be investors 
only, are induced to put their hard earned 
savings into worthless schemes of oil pro- 
moters. 

As this article is written for the investor, 
it is intended to discuss the merits of some 
of the good companies. But it is not out 
of place to repeat the warnings often given 
to our readers, not to buy the fantastically 
advertised oil stocks. That the promoter’s 
“siren song” is still luring hundreds of the 
unwary, is proven by the fact that our In- 
quiry Department receives a plentiful num- 
ber of letters about these new promotions 
almost daily. 

A now famous letter was issued to the 
public a few months ago by Mayor Robert 
W. Speer, of Denver, Colorado. Denver 
had been a veritable hotbed of mushroom 
oil companies and the boldness with which 
hogus stocks were paraded from that head- 
quarters called forth the following succinct 
warning from the city’s mayor. It is ad- 
mirable because it doesn’t mince words. 
And it applies broadly to all new oil pro- 
motion companies, whether incorporated in 
Wyoming, Oklahoma, Kentucky, or any 
other state. For these reasons we quote it 
as epitomizing what every prospective pur- 


chaser of a brand new oil stock should pon- 
der over. 

“The city has been requested to legislate 
against the sale of fake oil stocks in Den- 
ver, but I know of no way in which we 
can separate the good from the bad. 

“The fact that a number of companies 
have been successful in striking oil in 
Wyoming and paid handsome profits has 
induced many persons to try their luck in 
that direction. The oil field promises well 
for intelligent development, but it has at- 
tracted a number of promoters and stock 
gamblers, who have leased tracts of land, 
incorporated companies for hundreds of 
thousands of dollars and with glowing 
promises have induced a large number of 
our people to invest their savings in worth- 
less stock. Many of these companies are 
not boring wells, and have no intention of 
doing so. Some advertise new wells com- 
ing in which are ten to fifteen miles away 
from their holdings. Stocks are boosted in 
some cases by selling at advanced prices, 
from one promoter to another, to catch the 
unwary. The desire to get something for 
nothing has caused many persons to lose 
their all. 

“Let me urge that you make no invest 
ment in oil stocks without full investiga- 
tion, and that you do not invest more than 
you can afford to lose. Within six months 
much of the stock now being sold will be 
worthless paper. 

“I write this note of warning in the hope 
that it may help some one to conserve— 
not waste—his or her savings.” 

As for those companies which have been 
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in existence long enough to have proven 
that they have production or refining facili- 
ties which can be depended upon to show 
more or less profit, but that have not been 
“going” long enough to prove the sound- 
ness of the enterprises and the capabilities 
of the managements, it is often difficult to 
appraise them. Many of these companies 
have submitted to the public, only a skele- 
tonized balance sheet, or income statement, 
covering a short period of operations. How- 
ever, in most cases, a little extra time spent 
to investigate the formation and history of 
these companies, will generally suffice to 
uncover facts which will enable the pro- 
spective buyer of the stock to judge whether 


is, broadly speaking, still in the experimen- 
tal stage. The stocks of some are selling 
at prices which in part represent expecta- 
tions of profits to come from oil, therefore, 
they must be regarded as being at a very 
speculative stage of their careers. 

Compare any of these securities with 
those of the well established oil enterprises 
which have been built up by sound man- 
agement, which have weathered periods of 
depression, and which have reached a state 
of high efficiency under the stimulus of the 
greatest promoter of all real success in busi- 
ness—competiton. 

Such companies include, of course, the 
leading members of the Standard Oil group 








PROPORTION OF-SURPLUS TO CAPITAL OF LEADING OIL COMPANIES 


Capital 
$5,000,000 
15,000,000 


Atlantic Refining 
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Prairie Oil & Gast 
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Oe EE. g ch.cc pheode cee taanses 


Capital as increased since first of this year by stock dividend. 
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99,373,310 


P.C. of Bid 
surplusto Prices 
capital Dec. 27, 1917 
679 815 
445 284 
262 385 
213 315 
177 570 
2,418,684 121 415 
2,251,800 112 270 
6,039,390 86 380 
4,889,407 24 245 
1,049,325 17 285 
5,938,997 6 208 
40,270,188 72 125% 


Surplus 
$33,976,192 
66,846,921 
47,197,153 
32,010,543 
53,236,657 


tProducing companies. 








or not he is investing, speculating, gambling 
or throwing his money away. 

Still other companies have been in exist- 
ence since the beginning of the present 
boom era in the oil business, dating from 
the summer of 1915, and have grown and 
flourished in a very substantial way. The 
trouble with a majority of these companies 
is that the insiders have been tempted to 
exploit such gold mines in Wall Street by 
the process of inflating the capital out of 
all proportion to the investment value of 
the enterprises. 

There is one other type of company, the 
combination oil and public utility, which 
will bear the closest scrutiny. The oil end 
of the business for all of such companies 


and the foremost independents like Texas 
Company, Tidewater Oil Company and 
Gulf Oil Corporation. They are the ones 
that prospective buyers should turn their 
attention to. 

In the December 22 issue, no less an 
authority than Mr. John Warren wrote on 
the outlook for the industry as a whole. 
He made it clear that continued prosperity 
was ahead. Broadly speaking his con- 
clusion would indicate that the capital in- 
vested now in the petroleum business will 
show great returns in the next five or ten 
years. 

But, in selecting stocks, as a medium of 
investment, the prospective buyer should 
not only determine the fundamental stabil- 
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ity of the business represented, but he 
should also take into consideration relative 
prices of the securities he expects to put 
his money into. 

For quick comparison, the accompanying 
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table and graph should be examined. They 
indicate that intrinsic values are greater 
in proportion to market prices than at any 
time since 1914, even though quotations 
are not down to the panic levels of that 
year. 

If it were not for the fact that we are 
in an unprecedented market era, the situa- 
tion would be an ideal one for the long 
time investor. But, with nearly the whole 
world in conflict and its resources being 
drained from month to month, upsetting all 


ordinary rules by which the industrial and 
financial outlook may be gauged, we must 
say that high grade oil stocks, like all other 
securities, should be bought with great cau- 
tion. It is time, however, to begin to ac- 
cumulate the best of the oils on a scale 
down. Buy say 25 per cent. of the amount 
intended to be accumulated now, 25 per 
cent. on a further display of weakness, if 
the opportunity is presented, and another 
50 per cent. in installments as future de- 
velopments warrant. 

Space does not permit discussion of all 
of the meritorious oil stocks deserving of 
consideration now, but we have selected 
three of the Standard Oils and one of the 
smaller independents. 


Prairie Oil and Gas Co. 


This company, despite the alignment 
against it of a vast array of good, bad and 
indifferent competitors, remains the domi- 


nating factor in the greatest center of oil 


production in the world, the Mid-Continent 
field. The company was originally a trans- 
portation as well as a producing company; 
but on June 22, 1914, the United States 
Supreme Court rendered a decision holding 
that the pipe lines were common car- 
riers and subject to regulation by the Inter- 
state Commerce Commission. Accordingly 
the company divorced the transportation 
branch of its business by the forma- 
tion of the Prairie Pipe Line Co. which 
took over all of the transportation prop- 
erty. The stock of this company was pre- 
sented to the Prairie Oil & Gas stock- 
holders in the form of a stock dividend. 
The pipe line company has, after the man- 
ner of the Standard Oil divorcees, waxed 
extremely prosperous by itself. 

The producing properties left to the 
Prairie Oil & Gas Company, together with 
subsequent acquisitions, comprise holdings 
covering an aggregate of upwards of 100,- 
000 acres in Kansas and Oklahoma. The 
production from the developed leases is ap- 
proximately 25,000 barrels a day. In ad- 
dition the company owns tank farms cover- 
ing 6,000 acres of land on which are 1,600 
steel storage tanks with a total capacity 
of over 50,000,000 barrels. The company 
has recently been aggressively reaching out 
for other fields in order to get sufficient 
high grade oil supplies to meet constantly 
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increasing demands, and to fortify its fu- 
ture position as one of the mainstays of the 
various Standard Oil Refining Companies 
which depend on Prairie for the greater 
part of their crude oil supplies. The latest 
reports are that the company has joined 
the Ohio Oil, Carter Oil, Standard Oil 
of Indiana, Midwest Refining, Texas Com- 
pany and others in the new Wyoming 
fields. 

It is estimated that the oil now held in 
storage by the Prairie Oil & Gas Company 
is worth between $75,000,000 and $85,000,- 
000. The company has recently been taking 
a very large amount of oil out of storage 
with the result that its tankage has 
dwindled to around 33,000,000 barrels. It 
is usually taken as a forerunner of lower 
prices for Mid-Continent crude, when the 
Prairie Company’s tankage goes down 
around or below this mark. In the present 
instance, however, there is no indication of 
an immediate drop in prices which are 
always regulated by the Prairie Company. 
The judgment of the market by its man- 
agement has, nevertheless, been so accurate 
in the past, that when its position is favor- 
able to stock up on cheap oil, one is tempted 
to conclude that the company expects to 
repeat the operation of filling up its tanks 
with low priced crude and selling it out 
on a subsequently advancing market. 

Whatever the motives are in the reduc- 
tion of the Prairie Company’s storage at 
this time, it may be confidently predicted 
that the company is taking advantage of 
the situation with an eye to the future. 

Earnings within the last two years have 
been exceptional, $25 a share in 1915 and 
$88 a share in 1916, indicated. Yet divi- 
dends have been held down to the ultra- 
conservative basis of nothing in 1915, $18 
a share in 1916, and $20 a share in 1917. 
The 1917 payments included $12 a share 
regular and $8 a share extra. 

On the basis of regular payments which 
there is every reason to suppose will be 
continued, even though very much more 
difficult operating conditions may be ahead, 
the yield is a trifle over 3 per cent. There 
is plenty of room for decline before the 
stock reaches to the 1914 or 1915 low 
level. On the other hand, the company has 
a surplus probably equal to more than 300 
per cent. of the capital and the greater 
earning power which has been developed 


since 1914, clearly foreshadows the pay- 
ment of a large stock dividend sooner or 
later. These features account for the low 
yield basis on which the stock is selling, 
and justify the expectation of very great 
appreciation in the market value in time. 
The investor who is willing to tie up 
money in the stock now may start to ac- 
cumulate it with the moral certainty that 
the company will continue to occupy a 
dominating position in the fields of the 
Mid-Continent which have yet many years 
of supremacy before them in the oil pro- 
ducing end of the industry. 3 


Standard Oil of Indiana 


Standard Oil of Indiana has long been 
recognized as one of the most successful 
refining companies in the Standard Oil 
group. Its growth has been the more re- 
markable because the territory which it 
serves is inland. The business of nearly 
all of the other big Standard oil refineries 
was built up and fortified through access 
to and control of export markets. 

The company owns and operates refineries 
at Whiting, Indiana; Sugar Creek, Mo.; 
Alton, Ill; Casper, Wyo., and Grey Bull, 
Wyo., each of which is connected with ex- 
tensive pipe line systems. The refinery at 
Whiting is within a short distance of Chi- 
cago and Lake Michigan and is regarded 
as one of the largest and most modern 
plants in the world. The plant is com- 
pletely equipped for the production of 
every product derivable from crude oil, and 
the buildings occupy nearly 400 acres of 
land. The capacity of the plant, which 
includes 92 crude stills and 200 Burton 
Process pressure stills, is about 60,000 
barrels of crude a day. The other refineries 
of the company are monuments to modern 
methods and efficiency, and they are all ex- 
tremely profitable units. 

A source of very large revenue to the 
company is its royalties on the Burton stills. 
The Burton process which was discovered 
and perfected by an official of the company 
is recognized generally as the best known 
system for the extraction of gasoline from 
crude oil. It has virtually revolutionized 
the refining business, and made it possible 
for the industry to satisfy the largely in- 
creased demand for gasoline which came 
with the development of the use of the 
motor car. 
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Until recently the Standard Oil Co. of 
Indiana, despite its huge refinery operations 
has depended on outside sources for its 
crude oil supply. The Prairie Oil & Gas 
Co. has been the chief provisioner. But 
now the company is itself entering aggres- 
sively into the producing end of the busi- 
ness. 

An official of the company was recently 
quoted as saying: “Recent purchase of 
Kansas Oil properties is a forerunner of 
further acquisitions. The company has 
geen merely a refining and distributing 
concern but now will become producer for 
its own account. At present we have no oil 
lands in sight for purchase, but, as they 
are offered, if terms are favorable and the 
future of the properties for sale is promis- 
ing, we stand ready to take them over. 

“This does not mean that the company 
is using any of its accumulated surplus 
which is practically intact and will continue 
so.” 

The reference in the above to accumu- 
lated surplus is significant. The Standard 
Oil Company of Indiana, as shown in the 
accompanying table, had a surplus of over 
$175 a share as of December 31, 1916. It 
is expected that the surplus which will be 
shown on the balance sheet for the current 
year will be very much larger than this. 
For some time now, a stock dividend dis- 
tribution has been talked of as the natural 
outcome of the steady accumulation of sur- 
plus and increase in earning power of the 
company. Last March, an increase in the 
authorized capital stock, from $30,000,- 
000 to $100,000,000 was authorized by 
stock holders. Ever since the latter have 
been consumed with curiosity to know what 
was to follow. But, there has been no state- 
ment as yet, to indicate whether the addi- 
tional stock will be distributed as a 
dividend or whether it will be offered for 
subscription to share holders. It is safe to 
assume, however, that The Standard Oil of 
Indiana is ripening one of the most luscious 
melons in “Standard oildom.” 

As one of the strongest and most pro- 
gressive of the Standard Oil Companies, 
Standard of Indiana may logically be re- 
garded as one of the choicest long pull in- 
vestment issues in the whole group. In 
consideration of the fact that the company 
has not let stockholders participate in the 
tremendous profits of the last couple of 


years to the extent that many others have, 
but has used surplus earnings in further 
expanding and fortifying earning power, 
it does not appear that the stock is selling 
too high to be unattractive to those who 
can afford to buy it outright with the idea 
of disregarding temporary fluctuations. In 
anticipation of an eventual handsome dis- 
tribution which will doubtless be made just 
as soon as the management can make up 
its mind that outside conditions warrant, 
the stock should ultimately sell at new high 
record prices. It is, however, a rich man’s 
investment, and should not be bought in 
such uncertain times as the present by peo- 
ple who have not surplus savings. 


Swan & Finch 


Swan & Finch, with which are associated 
many of the traditions of early Standard 
Oil history, was incorporated on December 
29, 1891, under the laws of New York. 
The business was originally established over 
50 years ago. 

The company is engaged in a unique and 
fascinating branch of the business, namely, 
the compounding and marketing of fish oil. 
The principal source of raw material for 
this product is Menhaden and similar fish. 
The company owns a large fleet of steam 
fishing vessels, which go out in search of 
the Menhaden shoals, during the summer. 
It is not always certain by any means that 
they will be well repaid for their expedi- 
tions. Consequently, in years when the 
“catch” is small, the business of Swan & 
Finch is not so properous. 

The principal plant of the company is 
located at Elizabethport, N. J. Besides 
compounding fish oils at this plant, the 
company also manufactures an extensive 
line of lubricating oils, greases and other 
similar products, which are used in marine 
engines. The company deals in vegetable 
oils and as well, conducts a large export 
trade in refined petroleum products of all 
kinds. An extensive branch of its business 
is maintained at Liverpool, England. 

The company has never been as strong 
as some of its Standard Oil sisters in the 
matter of cash resources and has been com- 
pelled at times to sell additional stock. 
Through the sale of $470,000 stock at par, 
to shareholders during 1916, the company 
was able to wipe out a deficit in its cash 
account and to show an increase of $538,- 
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303 in net quick assets. Thus for the first 
time, since the dissolution, the company 
placed itself in a very comfortable cash posi- 
tion and it is believed that a direct result 
of this and of the enlarged plant capacity 
was a better showing in earnings for 1917. 
The company does not issue an income 
account, but the indicated net profits in 
1916 were $63,062, or at the rate of 6.3 
per cent. on $970,000 capital against $27,- 
565, or 5.5 per cent on $500,000 in 1915. 

Swan & Finch with its very small capi- 
talization is one of the lesser known stocks 
of the Standard Oil group. The stockholders 
hanging to their shares, since the dissolu- 
tion, have never had an embarrassment of 
riches by reason of cash dividend pay- 
ments. On November 1 of this year a divi- 
dend of 2% per cent. was paid and this 
was the first distribution since March 31, 
1913, when 5 per cent. was paid. These 
have been the only cash distributions since 
the dissolution. 

At current prices the stock does not appear 
attractive and when there are so many in- 
vestment bargains available, where an in- 
come is assured to the stockholder, we do 
not feel that Swan & Finch is worth keep- 
ing. 

' Sapulpa Refining Company 

Sapulpa Refining Company is one of the 
smaller Oklahoma independent refining 
companies which has shown a very favor- 
able record of progress as a result of the 
great demand for petroleum products dur- 
ing the past few years. 

While not so large and important as some 
of the other Oklahoma independents, the 
company attracts favorable attention owing 
to its relatively small capitalization. In 
short, its career has not been characterized, 
like that of many oil or other industrial 
concerns which have enjoyed a rapid ex- 
pansion of business within a short time, 
by a reckless increase in capital obliga- 
tions for financing expansion. . 

The Sapulpa Refining Company when it 
was incorporated in 1915 had a capitaliza- 
tion of $750,000 common and $350,000 
preferred stock, together with $200,000 first 
mortgage 6 per cent. bonds. In January, 
1916, the common stock was increased to 
$1,000,000, and the preferred stock was 
either converted or retired. The outstand- 
ing bonds were also retired in April, 1916. 
At the beginning of 1917 the company in- 


creased its authorized common stock from 
$1,000,000 to $2,000,000 and made an 
offering of $500,000 additional stock to the 
shareholders at $9 a share. The proceeds 
of this issue were used to pay for new tank 
cars, refinery extensions, pipe lines, and 
provided additional working capital. The 
issue brought the company’s outstanding 
capital stock up to $1,500,000 with no 
bonded indebtedness. 

Against this comparatively small in- 
crease in capitalization the company has 
increased its refinery capacity from 3,000 
barrels to 7,500 barrels daily and installed 
improvements to its plant which have re- 
sulted in substantially increasing the mar- 
gin of profit. The company has also built 
a casing head gasoline plant for the recov- 
ery of gasoline from natural gas. Its trunk 
pipe lines extend 67 miles through the 
Glenn Pool to the Cushing Field of Okla- 
homa. Between 500 and 600 tank cars for 
distributing refined products are also oper- 
ated by the company. 

The weak point in the Sapulpa hereto- 
fore has been its crude oil supply. Until 
recently the company has been able to fur- 
nish only a very small part of its refinery 
requirements from its own wells and has 
had to purchase the remainder from other 
producers. It is understood that on several 
occasions the Sapulpa Refining Company 
has been obliged to contract for part of its 
crude requirements at a premium consider- 
ably above the posted market quotation for 
Mid-Continent crude and this has tended to 
reduce the company’s margin of profit. 

Recently, however, the company has been 
giving the matter of crude supply more at- 
tention than at any previous time, and it is 
understood that its own production has been 
considerably increased. Several months 
ago, the company announced that it had ob- 
tained the services of one of the producing 
men formerly connected with the Midwest 
Refining Company, and it is believed that 
the company will soon be able to report 
further developments regarding its produc- 
tion which should place it im a better posi- 
tion than at any previous time since its 
organization. 

For the year ended December 31, 1916, 
the company reported net earnings after in- 
terest and depreciation of $389,916.00, 
equivalent to about 39 per cent on the $1,- 
000,000.00 capital stock then outstanding. 
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As a result of increasing its refinery capac- 
ity during the current year from about 4,500 
barrels to 7,500 barrels daily and with 
other improvements to its plant, it is rea- 
sonable to assume earnings have shown a 
material increase during the current year. 
We are informed that the balance sheet at 
the close of 1917 will show the company to 
be in a strong financial position. 

Sapulpa is now paying dividends at the 
rate of 24 per cent a year on its $5 par 
value stock, which amounts to $1.20 a share. 


At present prices around 83%, the stock 
shows a yield of about 13 per cent. In- 
terests identified with the company say that 
it should be able to maintain the present 
dividend rate after payment of excess profits 
taxes. 

The stock appears to be selling low 
and to be one of the safest to hold in 
the low priced oil division. It should re- 
spond to more favorable developments later 
when the foreign situation finally shows a 
definite improvement. 
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Oil Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
RECOMMENDATIONS, to purchase or sell. 





AM. OIL—Powdered Graphite—Has com- 
pleted negotiations for sale of 6,000 tons 
powdered graphite for 1918, hoisted from 
a deposit on the property in Narragansett 
Bay. 

AM. PIPE LINE—Status—Owns and op- 
erates a pipe line from Caney, Kapsas, into 


Osage Indian Reservation, Oklahoma, where 
it has 120,000 acres of oil and gas land leases 


approved by Government. Has been deliv- 
ering 10,000,000 cubic feet daily, but with 
resent open-flow capacity of 70,000 cubic 
feet has a larger amount available, 


ASSOCIATED OIL—Dehydrating Plant 
—Has prepared plans for installing a dehy- 
drating plant on its Delmonte lease in the 
McKittrick field, to be located near Station 
L and operated by electricity. Company has 
more than 80 producing wells there and is 
the largest operating concern in the district. 


HOUSTON OIL— Earnings — Earned 

.11 a share on common year ended Sept. 

, 1917. Surplus, $423,317, during the period 
was $2.11 a share on $20,000,000 common, 
against $1.57 on the common the previous 
year. 


IMPERIAL OIL—Stockholders’ Rights 
—Has notified stockholders that 50,000 ad- 
ditional shares are being issued at par 
($100). They had right to subscribe at the 
rate ef one for every five held. Imperial 
is a subsidiary of S. O. of New Jersey and 
has an authorized capital of $50,000, 


MERRITT—Test Well—Has successfully 
completed test well in Big Muddy field. Oil 
was struck at 3,000 feet, and on penetration 
of sand the well immediately filled up, indi- 
cating one of the best wells in the field. 


OKLAHOMA P. & R.—Exchange of 
Stock—Exehange of Osage-Hominy has 


more than 95% having been deposited. The 
two companies will begin operations under 
the single management on Jan. 1, before 
which time, it is believed, Pres. Crawford 
will announce several changes. David B. 
Crawford and Homer Preston will take 
charge, while Pres. Crawford will continue 
his activities in the company’s affairs. 


PRAIRIE O. G.—(See special article). 


SAPULPA—(See special article) 


SINCLAIR—Bonds and Earnings—$2,- 
500,000, or 12%4% of the $20,000,000 3-yea 
first lien, 7% sinking fund notes are in the 
hands of underwriting syndicate. This issue 
was brought out in July and offered to 
stockholders for subscription at 100 and 
interest. Net earnings are about $600,000 a 
month, or $7,200,000 a year, after taxes and 
depreciation, according to interests in the 
company, or $7 a share. Gross is about 
$1,000,000 a month. Sinclair earned $7,705,- 
519, or $7.70.a share in the fiscal year ended 
June 30, 1917. Pres. Sinclair emphasizes 
that earnings for current year will exceed 
the previous year’s earnings and that in- 
vestments in pipe lines, refineries, etc., is 
unproductive for the most part. 


S. O. OF INDIANA—(See special article) 
SWAN & FINCH—(See special article) 


TEXAS—Net Largest in History—Earn- 
ings and prices for company’s stock con- 
tinue to move in opposite directions. No- 
vember net was the largest for any month 
in its history. Successive months have 
shown steadily rising profits. For fiscal 
year to June 30, 1918, company is reasonable 
sure to show the largest balance of earnings 
of any year in its history. 











Oil Inquiries 





Illinois Pipe Line in. Wyoming 

A. W. J., Newark, N. J.—Illinois Pipe Line 
is selling at a comparatively low level, but 
there is no certainty as to the maintenance of 
the present dividend. The company may be 
subject to heavy taxes, and the stock will be 
affected in sympathy with any declines which 
take place in the Standard Oil group. The 
company is now constructing a pipe line from 
the Big Muddy Field to Casper, Wyo., which 
has sprung into prominence during the last 
two years. This new source of revenue ought 
to benefit the company considerably. The 
stock should “come back” eventually. If your 
loss would be heavy by selling now, and you 
are prepared to assume this risk, we suggest 
that you continue to hold your stock for a 
long pull. Otherwise you should sell with the 
view of repurchasing at a more attractive 
level later. 


Merritt’s Position Speculative 


S. C., Bangor, Me.—Merritt Oil was origi- 
nally sold a year ago at the underwriting 
price of $4.50. The company began to de- 
velop its Wyoming properties with marked 
success and this had the effect of causing 
heavy buying of the stock, which put the 
price up to around $40 a share, At that price 
the company was selling at a market valua- 
tion of four times its par capitalization of 
$5,500,000. Even now the stock is selling at 
almost double its par capitalization, and 
this price we consider a very liberal one for 
an oil stock which is as yet in the prospec- 
tive stage. 

There is no doubt that the stock has 
speculative possibilities, but the chances 
under present uncertain market conditions 
do not favor an advance of any substantial 
nature. 

It is not possible to determine with any 
degree of accuracy the financial position of 


the company, because no report has as yet’ 


been issued. The management is highly re- 
garded, but reputation for success in the oil 
business depends on the absolute successful 
issue of a development program, and it can- 
not be said yet that Merritt is old enough to 
have established itself as a successful enter- 
prise. We do not advise a purchase of the 
stock at the moment, although we may say 
that it will bear watching with a view to 
buying if there is a definite change for the 
better in the outlook. : 


Union Tank’s Investment Position 


H. K. L., Terre Haute, Ind.—Union Tank 
Line sold at a low of 65 and a high of 92 in 
1914, in 1915 the range was 78-103; 1916, 
79-85 ; 1917, 78-115. The company’s earnings are 


much in excess of the 
dividend rate of $5 a year, which has been 
paid since 1914. For the year ended Dec. 
31, 1916, earnings were equal to $17.35 a 
share, against $8.89 in 1915. The stock is a 
sound investment isstie and is desirable for 
investment purchases, It should be bought 
only on weak spots, however. ; 


reported to be rey 


Ohio Oil Potentially Strong 


R. B. M., Washington, D. C.—Ohio Oi! is 
not the kind of a stock to hold unless you 
are willing to tie up your money regardless 
of a possible siege of lower prices. The 
stock has great intrinsic value and potential 
earning power, and it should eventually re- 
cover to former high levels. 


A Disappointing Oil Stock 


J. A. G., Baltimore, Md.—Ventura Oil has 
been a disappointment. The company got 
into financial difficulties and under present 
war stress it does not look particularly fa- 
vorable, so far as the future is concerned. 
We do not recommend a purchase of this 
stock and are inclined to advise a sale if you 
are a holder of the same. 


Wyoming Oil Operations Hindered by 
Winter 


Cc. L. N., Austin, Tex.—Conditions have 
changed materially since our previous ad- 
vices ‘to you, regarding Northwest Oil. 
Winter will interfere with drilling operations 
in Wyoming, and it is not likely that in- 
terest can be revived in prospective com- 
panies like Northwest until spring allows 
the resumption of operations. Because of 
these factors and because of the uncertainties 
in the general market situation we advise 
against a purchase of Northwest now. 


Two Speculative Oils 


W. Y. O., Greenville, Miss—Barnett Oil 
& Gas and Wayland Oil & Gas are risky 
oil stock speculations, particularly under 
present uncertain market conditions. We 
do not advise the purchase.of either of these 
stocks and we believe that holders of them 
should sell, even though they may have to 
take losses in doing so, for the money can 
undoubtedly be better invested. We do not 
believe it opportune to make fresh specula- 
tive commitments in the market just now, 
but you may be guided as to when we con- 
sider it an opportune time to buy again by 
following “The Outlook” columns of the 
MAGAZINE. 





























Butte & Superior’s Ups and Downs 





The “Why” of Its Tremendous Market Shrinkage— Declin- 
ing Metal Prices, Labor Troubles—What 
Are Its Prospects?. 





By JAMES SPEED 





UTTE & SUPERIOR may well be 
termed the chameleon among 
mines. Starting originally as a 
silver proposition it decided to 
become a copper mine and ended 

up by being a zinc producer. For many 
years it was known as the Butte & Su- 
perior Copper Co., and in this connection 
there is an amusing tale current in the 
financial district. 

A reporter on a financial publication was 
promoted to the position of market com- 
mentator. Among his early attempts was 
the following: 

“After the early reaction the market de- 
veloped considerable strength, especially 
among the coppers, with Anaconda, Utah, 
Butte & Superior and Ray Consolidated 
leading the list.” The desk editor hap- 
pened to know that Butte & Superior had 
not produced a pound of copper for, years 
and so the new market writer’s error was 
caught in time and he escaped with a call- 
down from the desk editor and a hearty 
laugh on the part of the rest of the staff. 


Butte’s Ore Reserves 

There are two outstanding factors of su- 
preme importance in connection with every 
mining proposition which may be ranked 
in the following order of importance: (1) 
ore reserves; (2) cost of production. Each 
factor must show satisfactorily if the mine 
is to make money for it is obvious that a 
mine without adéquate reserves is doomed 
to early dissolution. On the other hand, a 
mine with plenty of ore but with a produc- 
tion cost too high to allow a profit, is hardly 
in a much better position. 

Butte & Superior belongs in the category 
of mining p itions in which it is not 
feasible to block out large ore reserves 
ahead but which nevertheless, owing to the 
mining topography and character of the ore, 
is assured of sufficient ore for years to come. 
In short, it is impossible to say just how 
long Butte may continue as a prosperous 
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producer but every test and every precedent 
indicates that its end is not a matter of the 
near future. 

It is the company’s custom to block out 
in advance each month an amount of ore 
exceeding the amount extracted. Last year 
Butte mined slightly more than 625,000 
tons and at the end of the year showed re- 
serves of 1,044,850 tons averaging 17.7 per 
cent zinc and 5.65 ounces silver. In this 
connection the following paragraph from 
the last report is significant: 


“The ore reserves, though greater 
than have been shown for two or three 
years past, are none too gréat in view 
of the large tonnage of ore that is now 
being handled, and in order to speed 
up developments which have been de- 
layed through inability to take care of 
the waste while excavating the new 
shafts, stations, skip pockets and cross- 
cuts, a.diamond drill was put in opera- 
tion in December, and with the aid of 
this machine and with the relief which 
we will soon have from production of 
waste from the new shafts, we should 
by the end of the coming year be able 
to considerably increase ore reserves.” 


According to a director in the company, 
the management entertains no apprehen- 
sion in regard to the ore reserve outlook. 


Causes for the Decline 


One of the important reasons for Butte’s 
rise and decline is not far to seek. The 
following tabulation of high and low zinc 
or spelter prices for the last few years is 
illuminating, especially when it is consid- 
ered that, including the high 1915-1916 
levels the average yearly price, N. Y., is 
5.67 %c. per Ib. 

Five cents a lb. for spelter is regarded 
as a fair average price in normal times and 
in 1914 when the price averaged 5.30c. 
Butte & Superior showed a balance of 
$1,417,128 net available for dividends, 
equal to $5.21 per share. In the following 
year of the big rise in spelter’s price the 
company earned $9,125,947 net, equivalent 
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to $33.37 per share, and in 1916, $8,873,- 
445, equivalent to $31.¥9 per share. In 
1915 the company paid out the regular $3 
per share and $15 extra and increased its 
surplus to the extent of $4,217,832 and in 
1916, $4 and $30 extra, showing a deficit 
for the year of approximately $617,000. 
In the current year the price of spelter 
averaged 9.98c. for the first quarter when 








Low 


5.25¢. 
5.50 
6.45 
5.10 
4.75 
5.70 
8.37% 


Average 


5.66c. 
5.91 
7.11 
5.80 
5.30 
14.44 
13.75 








Butte earned net profits of $1,061,020, 
9.39c. a Ib. in the second quarter when 
Butte earned $1,003,237 and 8.91c. a Ib. 
in the third quarter when the company 
earned $95,230, equivalent to only 33c. per 
share. 


Strike Troubles 


Butte’s bad showing in the last reported 
quarter was not primarily due to lower 
spelter prices but to labor troubles. As is 
well known, the entire Butte district from 
June to October was more or less tied up 
by a strike. As a result the company milled 
only 60,106 tons for the third quarter com- 
pared with 126,737 tons for the second 
quarter and 148,935 tons for the first quar- 
ter. The labor situation is gradually iron- 
ing itself out and early in 1918 it is ex- 
pected that operations will be back on about 
a normal basis. In November 45,000 tons 
were mined from which 12,000 tons of con- 
centrates carrying 49 per cent zinc, were 
recovered. From this it is seen that Butte 
may be estimated to be operating on about 
an 88 per cent of normal at the present 
time. With production back on a normal 


basis Butte will have disposed of the second 
of the unfavorable factors. 


Mineral Separation Litigation 

Butte & Superior is a much-litigated con- 
cern. The most important case pending is 
the suit of the Minerals Separation Co. 
against Butte alleging the infringement of a 
patent involving the use of oil or insoluble 
organic substance which through agitation 
produces a permanent froth. Reduced to 
every-day language the above means that 
the Minerals Separations Co. is suing Butte 
& Superior for alleged infraction by the 
latter, of a patented process for treating 
ore owned by the former company. This 
litigation began in 1912 and it would re- 
quire all the space devoted to this entire 
article to trace its windings. Sufficient to 
say that at the present time the case is be- 
fore the Circuit Court of Appeals of San 
Francisco and should come up for review 
early next year. The whole matter is so 
indefinite and complicated that it is very 
difficult to express a worth-while opinion 
as to the outcome. The courts have not 
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passed upon what constitutes infringement 
nor has any court determined upon the 
basis upon which alleged infringers will 
have to account to the Minerals Separation 


_Co. in case it decided that infringement 


exists. The annoying part of the situation, 
from the viewpoint of the stockholders, is 
that the decree of the District court called 
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for the filing of a $2,500,000 bond and the 
payment of all earnings of the company into 
the court pending the appeal to the Circuit 
Court. A modification of. the part of the 
decree in the matter of filing the bond was 
obtained but the company is forced to pay 
all earnings outside of moneys needed for 
actual operations, into the hands of the 
court. The stockholders, therefore, may not 
expect anything in the way of dividends un- 
til this litigation is settled. There are three 
possibilities: (1) that the courts will decide 
in favor of Butte & Superior, (2) that if a 
decree against the company is finally 
handed down, the damages will be fixed on 
a basis which will enable the company to 
continue operations on a reasonably prof- 
itable basis and (3) that a settlement out- 
side the courts will be arranged. At this 
writing it is impossible to say which of the 
eventualities is most likely to materialize. 

It is pointed out that the settlement of a 
similar suit by the American Zinc, Lead & 
Smelting Co. whereby the latter company 
settled for $250,000 and was allowed to 
continue using the Minerals Separation 
process under a royalty arrangement, may 
constitute a precedent. There secms, how- 
ever, to be considerably more of animus in 
the Butte litigation than characterized the 
American Zinc suit. The Minerals Separa- 
tion interests point out that Butte & Supe- 
rior’s attitude cost both litigants about 
$500,000 apiece to date and assert that 
Butte & Superior has used the process in 
litigation for more than ten years, receiving 
therefrom profits of approximately $20,- 
000,000. Of course, if the Minerals Sep- 
aration Co. should receive an award any- 
thing like the profits they claim Butte has 
derived from the use of the litigated proc- 
ess it would bankrupt the defendant com- 
pany since Butte’s last statement showed a 
surplus of less than $8,000,000. But it is 
well to remember that doubtless the Min- 
erals Separation’s interests placed the high- 
est valuation possible upon the process and 
that precedent in suits like the one under 
consideration do not show that awarded 
damages are anything like the damages 
asked. In any event, however, the Minerals 
Separation’s suit is a very serious factor and 
one of unpleasant potentialities. 


Butte & Superior Prospects 


As this article has pointed out the three 
factors which, in addition to a generally 





declining market for securities, have 
brought about the great shrinkage in Butte’s 
market quotations, are the fall in spelter 
prices, labor troubles and the impending 
Minerals Separation suit. In regard to the 
decline in spelter it is worth noting that be- 
fore the war Butte was able to make a very 
satisfactory showing on 5¥4c. metal and 
even with higher costs; it would appear that 
at 7¥%c. a lb. Butte should be able to earn 
good money. The second factor of labor 
troubles is being slowly adjusted and ac- 
cording to the present rate of progress, 
Butte should be close to a normal produc- 
tion basis before the end of the first quarter 
of 1917. 

The Minerals Separation’s suit contains 
a real menace to the company but in any 
event it seems reasonable to suppose that in 
rendering a decision the courts would be 
inclined to take into consideration Butte’s 
stockholders and would hardly be likely to 
hand down a decision that would put the 
company out of business. 

For the rest Butte & Superior at $13 per 
share is selling on the basis of $3,750,000 
for the property. Taking into considera- 
tion that it has no bonds or preferred stock 
and deducting from that figure the net quick 
assets of approximately $2,400,000 on hand 
at the end of the Sept. 30 quarter would 
leave a market valuation of only $1,400,- 
000, for the property. A mine which has 
paid $54.25 in dividends during the last 
three years and has years of activity ahead 
should be worth considerably more, and so 
it is evident that the chief cause of Butte’s 
present low prices is the legal difficulties in 
which the company finds itself. The ques- 
tion arises as to whether the drop from the 
high of 105% registered last year, to the 
present price of 13, has not pretty thorough- 
ly discounted all unfavorable factors in the 
situation. 

The opinion prevails among those in 
closest touch with the company’s affairs 
that it has. Butte & Superior is in a very 
speculative position at the present time 
without any doubt, and is not a purchase 
as long as the general market maintains a 
downward tendency. But on the upswing 
Butte presents some very good speculative 
prospects with attendant possibilities of 
both gain and loss, but with the possibili- 
ties for gain outweighing considerably, in 
the estimation of the writer, the possibili- 
ties of loss. 
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Valuing a Mining Stock 


Pickering’s.s Method—How an Investor May Determine 
Whether a Mining Stock Is Cheap or Dear—The 


Method Applied to Utah and Canada Cop- 
per—An Interesting Suggestion 





By “SAXON” 





[The following constructive letter from a subscriber is the kind we like to receive, as it 
shows that the writer is doing his own investment thinking and not depending upon others to do 
it for him. One of the aims of The Magazine of Wall Street is to stimulate and encourage the 
study of values, as that is fundamental to sound investment.—Editor.] 





Mr. Richard D. Wyckoff, Editor, 

THE MAGAZINE OF WALL STREET, 
New York. 

Dear Sir: 

Knowing that you welcome suggestions 
from the readers of your magazine I am 
going to offer you one about which I have 
been thinking for some time, and which I 
feel sure you could make use of to good 
advantage. Many of your readers are, no 
doubt, interested in mining shares and 
would be glad to be able to obtain real in- 
formation that would help them to deter- 
mine when a mining stock was a purchase 
and when a sale. 

The page now being devoted to mining 
inquiries covers the ground only in a very 
general way, for the opinions given therein 
must necessarily be brief and to the point, 
and there is not room to give figures and 
statistics in detail. But I feel that there 
is a reat need and a real field for a depart- 
ment in the magazine that would give in- 
formation on mining stocks that could be 
depended upon and used as a basis for 
purchases or sales. 

Some months ago I was fortunate in 
securing a copy of Pickering’s “Engineer- 
ing Analysis of a Mining Share” which I 
have read and re-read a number of times. 
I am very much impressed with this book 
and with the methods used by its author in 
arriving at the value of a mining share. 
No doubt you are thoroughly familiar with 
the book. Chapter V outlines an extremely 
practical method of calculating the “Pres- 
ent Worth” of a mining stock. In Chapter 
VIII the author examines and analyzes a 
number of the more prominent mining 
stocks in this country and Africa, among 


below some of the values which he gives 
for Utah. He concludes that this stock 
has a Present Value as follows: 

On a 10% interest basis, plus 4% for 
amortization: 


Present Value Utah 
stock plus holdin 
in Nevada Conso 
$53.08 
60.46 


Present 
ValueUtah 
steck only 

$47.22 

53.58 

59.94 

66.30 

72.66 

19¢. 79.02 

20c. 85.38 

These figures do not, of course, allow 
for excess profits taxation nor other un- 
usual war conditions, but they do, never- 
theless, give us a really good basis for 
judging the value of the stock. Using pre- 
war prices for copper metal—l5c.—it 
would probably be conservative to say that 
Utah Copper plus its Nevada Consolidated 
holdings is worth in the neighborhood of 
$55 to $60 a share. These figures could 
be used as a basis for judging the stock at 
any time and determining whether or not 
it was a fairly safe purchase. If, for in- 
stance, due to some sudden disturbance or 
panic, the stock should sink to $45 or $40 
per share, an investor with the analysis 
of Utah before him, would know that the 
stock at the panic prices was a genuine 
bargain. On the other hand, if he were 
tempted to buy the stock at around say 
$100 a share, due to some especially fa- 
vorable news about it, he would only have 
to refer to the article on Utah Copper to 
find that the stock at $100, was way too 
high, judged by pre-war conditions. 

My idea, then, would be for you to de- 


Price of 

Copper 
l4c. 
15e. 
l6c. 
Te. 
18e. 


them Utah Copper, and I am reproducing vote one page each issue to the analysis of 
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a mining stock along these lines, selecting 
only those stocks which are thoroughly re- 
liable, well managed and well financed, 
and which have a_ well-assured future. 
Such stocks, for instance, as Canada Cop- 
per, Ray Hercules, Hollinger, McIntyre 
Porcupine, United Eastern, etc. 

Full and detailed reports must, of course, 
be available on the stocks selected for an- 
alysis, such as ore reserves, costs, etc., etc. 
It is not difficult to obtai. such informa- 
tion for the better class of mining shares. 

On the attached sheet I have endeavored 
to make an analysis of Canada Copper 
along the above lines. This is only the 
roughest kind of an outline, but it is suffi- 
cient to suggest to you the plan which I 
have in mind. According to this analysis 
Canada Copper has a “Present Value” of 
between $2,00 and $2.50, based on 15c 
copper. With this price before him the 


conservative investor would know about 
where he could safely begin buying the 
stock, and what he could expect as to 
future prices. 

I am now using this method myself to 
analyze mining shares, but I have not the 


statistics and information at hand to en- 
able me to apply it to many stocks. Your 
statistical department is in an exceptional 
position to make such analyses. 

I hope that you will give this suggestion 
careful consideration for I should very 
much like to see you establish a regular 
feature of this sort, and I believe that an 
article such as outlined, in each issue of 
your magazine would prove of real value 
to your readers and be very much appreci- 
ated by them. 


Yours truly, 
“SAXON.” 


“Present Value” of Canada Copper 
The following is an analysis of Canada 
Copper based on Pickering’s “Engineering 
Analysis of a Mining Share”: 
Authorized capitalization 


Bonded debt—$2,500,000 
Mortgage 6% bonds, convertible at $3 
per share into stock. 

Ore reserves—10,000,000 tons of fully de- 
veloped ore and 2,000,000 tons addition- 
al of probable ore. Average content of 
ore 1.75% copper. 

Mill facilities—Mill now being erected 

_with capacity of 3,000 tons per day. 

Will probably be in operation within 18 

months, or at latest by Jan. 1, 1920. 
Earnings—The management states that 

with the bonds converted the earnings 

should run from 85c. per share on 15c. 
copper to $2.40 per share on 25c. copper. 

Present Value of Shares.—The fully devel- 
oped ore reserves give a life of 10 years 
to the mine and the additional probable 
ore would add two years life, but to be 
conservative let us take only 10 years 
as the life. On 15c. copper earnings 
should run 85c. per share. Assuming 
that 60% of earnings will be paid out 
in dividends, gives a figure of Slc. a 
year for dividends. 

On a 10% interest and 4% amortization 
basis, and a 10 year life of the mine, the 
“Present Value” of an annual dividend of 
Sic. a share is approximately $2.78. 

But the mine will not reach the dividend 
paying stage for at least two years, during 
which time our money is worth 7%, con- 
sequently the shares are only worth .873 
X $2.78, or $2.43 today. 
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Mining Notes 
These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell. 





ALASKA GOLD—Assets Exceed Liabili- 
ties—There is no existing intention of clos- 
ing down the property, as rumored, and 
there has been no increase in floating 
indebtedness during 1917. Pres. Hayden 
_stated that in December current assets ex- 
ceeded current liabilities. 

A year previously Alaska Gold showed 
notes payable and accrued interest amount- 
ing to $710,000, but at that time current 
assets exceeded these liabilities by $70,620, 
although the balance sheets of the Alaska 
Gastineau Mining Co., the operating con- 
cern, showed an excess of current liabilities 
of $48; 


ANACONDA—Operations Normal—lIs 
operating at practically normal. On De- 
cember 14, mines hoisted 15,042 tons of ore. 
Production of zinc ores has lessened for 
the reason that Anaconda has five months’ 
stock of zinc concentrates at its Great Falls 
plant awaiting reduction, in addition to a 
large stock of crude ore at Washoe Con- 
centrator. 

At the rate company is milling its zinc 
ores, it is calculated the existing supply will 
keep plants busy for some time. Anaconda 
in December employed over 17,000 men. 


BARNES-KING—Dividend 7% Predicted 


—It is believed company in the forthcoming 


quarter will declare a dividend of 7%, com- 
pared with its last dividend of 5%. . 
A director of the company estimated gross 


earnings in December as $85,000, about 
$12,000 more than the preceding month. 


BUTTE & SUPERIOR—(See Special 
Article) 

CALUMET & HECLA—Outlook For 
1918—All indications point to an approx- 
imate oe of 77,000,000 Ibs. of copper 
in 1917. 

In 1916 company produced at an average 
cost of 11.63 cents a Ib. In 1916 it is es- 
timated that costs will be 3 to 4 cents higher. 
If the average price received in 1917 
amounts to 25 cents and with costs at 15 
cents profits should approximate $7,000,000. 

At the current rate for subsidiary com- 
pany dividends share profits of only $14 each 
should be expected in 1918. Against these 
must be deducted taxes, which are placed at 
$2,000,000, or $20 a share. Profits in pros- 
pect for 1918, therefore, would seem to be 
in the vicinity of $59 or $60 a share. Com- 
pany will receive from its subsidiaries near- 
ly 35% of its own dividend distribution of 
$85 per share for 1917. 


CON. COPPERMINES.—Find of Cop- 
per Ore—An accidental find has been 
made in cutting a trench near mill above 
the mines near Ely, Nevada. The trench, 
penetrated 40 feet of 4.4% copper ore. The 
find is outside the worked mines, and is lo- 


cated on the Pilot Knob claim. Analysis 
taken of 5-foot lengths assay 5% to 5,6% 
and average 4.4%. 


DAVIS-DALY—New Ore—At company’s 
Hibernia mine 20 feet of ore has been 
opened up, averaging 20 to 30 ounces of 
silver and 15% zinc to the ton. Seven 
hundred tons of manganese ore per day 
are passing through Butte from the Phillips- 
burg district en route to Philadelphia for 
treatment. 


GOLDFIELD CON.—Tailing Profits— 
Statement for October, 1917, made-mention 
of milling 15,957 tons of tailing, which 
yielded profit $5,800, or 36%4 cents a ton 
net. It is not generally known that in eight 
years since the completion of the 1,000-ton 
mill at Goldfield in 1909 company milled 2,- 
624,072 tons of ore, and that over 2,000,000 
tons may be figured as recoverable and re- 
treatable tailing. 


ISLE ROYALE—New Levels Opened— 
Opening new levels that will pierce the 
Montezuma lode and stopes in the Portage 
and other lodes is causing increased pro- 
duction. More men, too, have been taken 
on at the mine and the. overflow shipments 
to the Point Mills stamps practically have 
doubled. The company’s own mill, mean- 
while, is kept busy to capacity, from 2,100 
to 2,200 tons: of rock per day. Further in- 
crease is not unlikely, but it will all have 
to go to Point Mills. 


LA ROSE—Dissolution of Holding Com- 
pany—Dissolution of the La Rose Consoli- 
dated Mines, the holding company with a 
Maine charter, is authorized. The distribu- 
tion of the assets to shareholders was also 
authorized. Assets consist of La Rose 
Mines in Ontario, and the action taken at 
the meeting means that the Consolidated 
shareholders will receive one share of La 
Rose Mines, Ltd., the Ontario company, for 
every share of the old stock, The decision 
was reached in order to avoid difficulties 
arising out of the American income tax, 
which would double the company’s expense 
in that connection. 


MOHAWK—Earnings $20 Predicted— 
Indications are that company will close 
1917 with profits of almost $2,000,000, or $20 
per share, against $20.50 paid out in divi- 
dends, there having been distributed to 
stockholders two payments of $10 each and 
a Red Cross disbursement of 50 cents a 
share. A cut in the dividend rate will be 
ordered. Mohawk may have to pay an ex- 
cess profits tax equal to $5 per share. Short- 
age and inefficiency of labor have reduced 
output in 1917 almost 2,000,000 Ibs. When 
Mohawk’s final accounting for the year has 
been rendered it will show a cost of pro- 
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duction of at least 13 cents a pound, not in- 
cluding excess profits tax. : 


NEW CORNELIA — Output—Company 
probably will show 12,000,000 Ibs. output for 
the final quarter of 1917. With October 
production at 3,240,000 Ibs, November is 
estimated at around 4,000,000, and may prove 
above this figure, as the management has 
been conspicuously conservative in under- 
estimating monthly output. Costs are about 
8%c. a pound. Officials expect the Decem- 
ber output to be larger. 


N. Y. & HONDURAS ROSARIO— 
Financial Condition—Company reported $1,- 
643,014 working assets as of Dec. 1, 1917, 
against $1,095,341 at the beginning of 1917, 
and after paying $400,000 .in dividends in 
1917, Net assets after current liabilities 
stand at $1,100,989, against $948,731 at the 
beginning of the year. Among the assets 
Dec. 1 were $370,549 in cash ($252,093 Jan. 
1) and $329,680 in bullion $353,116 Jan. 1), 
and $106,879 in Liberty Bonds. 


NIPISSING—1917_ a Record—Greatest 
record attained by Nipissing was in 1913, 
when a net value of $2,920,714.26 was re- 
ceived. The production during the eleven 
months of 1917 exceeds that of any 12 
months by $95,566, and by the end of De- 
cember will have established a record of 
upward of $400,000 more than the previous 
banner year. With distribution of the Janu- 
ary dividend and bonus Nipissing will have 
returned to its shareholders a total of $17,- 
740,000, thereby leading every other precious 
metal mine in the Dominion. This is a 
record which, indeed, might well be the envy 
of an entire mining camp, let alone one 
individual company. As indicated in an of- 
ficial statement, the price of Nipissing silver 
output during the current year will average 
upwards of 75 cents per ounce. Thus with 
the probability of the price being regulated 
around 87 cents per ounce during 1918 and 
possibly 1919, continued prosperity would 
appear to be assured. 


NORTH BUTTE—Production Likely 
Normal—With resumption of hoisting at the 
Granite Mountain shaft in January, as is 
expected, should be in pee to start the 
new year with a normal copper production, 
the first time since the spring of 1917. The 
Speculator shaft has for weeks been work- 
ing to capacity with encouraging results, 
but with operations again possible at the 
Granite Mountain, production should soon 
be up to 2,500,000 Ibs. a month. The lia- 
bility incurred by the fire and cave-in will 
approximate ,000. In the development 
of its East Side property North Butte has 
a shaft down 400 feet. This shaft will cost 
in excess of $300,000, as it will be concreted. 
Not for 18 months, however, is this prop- 
erty ted to help production. Produc- 
tion in 1917 should approximate 14,983,347 
Ibs. of copper, compared with 24,497,676 in 


1916. The decrease is due to a large extent 
to the destruction of the Granite Mountain 
shaft. Production of silver should total 671,- 
000 ounces, compared with 960,024 ounces 
in 1916. Production of gold should be 960 
ounces, compared with 1,709 ounces in the 
previous year. 


OLD DOMINION—Operations Increased 
—Company, which has recovered gradually 
from the effects of the strike, has increased 
operations close to normal in December. 
Production for last month of 1917 is esti- 
mated at 3,000,000 Ibs. This will bring total 
production for twelve months to 28,341,000 
Ibs., compared with 32,500,000 in 1916. Op- 
erations at mine are progressing favorably. 
On the 1,800 level, east, ore containing bet- 
ter than 5% copper is being encountered. 
On this same level to the west a capping 
has developed, showing an ore body approxi- 
mately 800 feet long by 200 feet wide. Esti- 
mated Old Dominion in 1917 will earn net 
of $2,225,000 before excess profits taxes. 
Officials believe the annual dividend rate of 

can be maintained, with something left 
to add to surplus. 


QUINCY—Record Output—Company is 
mining and shipping directly to the smelter 
the largest amount of mass copper in its 
history. Ejight-ton chunks are not unusual 
and general run of pieces is so large that 
special methods for handling it are neces- 
sary. 


STEWART—The Commonwealth vein 
has been opened up and is very clearly de- 
fined, fully verifying Engineer Parson’s re- 
port that this vein above the 232-foot level 
will have over 500,000 tons of about $15 ore. 


WHITE PINE—Profit-Making Prospects 
—While no Calumet & Hecla official is will- 
ing to admit that this subsidiary has bright 
prospects of becoming a-big profit maker, 
the assertion made three years previously 
that White Pine might some day take place 
of the Calumet conglomerate is now more 
likely of success than at any time since the 
property was opened up. Calumet has got 
back the money it paid out for opening 
White Pine, and that was as much as any 
of its officers expected. While its costs are 
very high, it is continuing to open up ground 
that needs a thorough knowledge of un- 
usual concentrating conditions to get the 
copper out of the formation. The two sand- 
stones and the slate in between carry an 
average run of 27 pounds of copper per ton 
of rock. 


WOLVERINE—Costs 15 Cents—It costs 
close to 15 cents a pound for this company 
to land its copper in marketable shape in 
New York. In its fiscal period ending June 
30, 1917, average cost was 11.62 cents. Sev- 
eral years previously Wolverine could boast 
the lowest cost of any of the copper com- 
panies. operating in the Lake Superior dis- 
trict. 
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Relative Position of Cresson and United 
Eastern 


K. V., Queens, N. Y.—United Eastern cer- 
tainly does not rank with Cresson Gold. The 
latter is an old established producer which has 
a splendid dividend record, whereas the for- 
mer has only recently entered a profitable pro- 
ducing stage and paid its first dividend in 
July. However, we regard United Eastern as 
having good speculative possibilities and be- 
lieve it is to be an attractive purchase for a 
long pull. 


Miami’s Market Position 


S. T. P., Brooklyn, N. Y.—Miami we believe 
should be sold on any good bulge unless you 
are willing to carry the stock through a long 
period of market depression extending over 
perhaps several years. In short, we believe 
that if the stock is sold at somewhat above 
its present market level any time in the near 
future, there will be an opportunity to replace 
purchases at a lower price later -on. 


Cerro de Pasco As A Long Pull 


J. R. E., Elm Grove, W. Va.—Cerro de 
Pasco certainly has attractive possibilities, 
taking a long range view, but we believe 
that the stock will be obtainable at lower 
prices later on and we suggest your defer- 
ring a purchase until there is a definite im- 
provement in the outlook for the general 
market and for this company in particular. 


Inspiration Copper and Excess Profits 
Taxes 


S . G, St. Paul, Minn—Inspira- 
tion opper is not in a very strong 
position because it will probably feel the 
burden of excess profits tax more than some 
of the other copper companies. We be- 
lieve therefore that you should sell this 
stock even though you have to accept a 
very considerable loss on it. Just at present 
we advise no fresh commitments, for the 
outlook is still very uncertain. However, by 
following the MaGazine columns you may 
be guided as to when we consider it an 
opportune time to re-enter the market, and 
there will undoubtedly be an opportunity 
sooner or later to make advantageous 
purchases. 


Alternatives for Shattuck and Great 
Northern Ore 


M. P. S,, Fall River, Mass.—Shattuck- 
Arizona last paid a dividend on October 
20th so that another one is not due until 
January 20. We cannot agree with you 
that the stock is relatively attractive. If 
you are desirous of buying a copper mining 


stock, however, we can recommend that 
yow watch Ray Consolidated. The stock 
should not be bought now because of gen- 
eral uncertainties ahead of the whole mar- 
ket and of the copper companies in particu- 
lar. But Ray may be watched with the idea 
of buying when there is a definitely favor- 
able turn in the situation. We believe the 
stock is intrinsically worth as much, if not 
more, than it is now selling for. 

Great Northern Ore is not selling low 
compared with many other stocks paying 
larger dividends and showing larger earn- 
ings. While we believe the stock has good 
possibilities as a long pull, we do not con- 
sider it as well worth watching at this 
time as some other low priced issues, for 
example, Kansas City Southern, Southern — 
Railway (these among the non-dividend 
paying stocks) Virginia-Carolina Chemical 
and National Enameling & Stamping. 


The Crux of the Situation in Alaska Gold 


R. W. H., New Haven, Conn —Alaska 
Gold has reached almost the irreducible 
minimum so far as price is concerned, but 
the fact that the bonds of the company are 
selling in the twenties, sufficiently indicates 
the. unfavorable position of the company to 
make further comment unnecessary. We 
do not advise a purchase of the stock, but 
if you are a holder, it would not be wise for 
you to sell unless you could do so, without any 
considerable loss. 


| 


The Way to Buy Magma 


C. P, W., Mount Vernon, N. Y.—Magma 
Copper is a stock in which we have great 
faith, although we advise emphatically that 
the stock be bought only by one who is in 
a position to purchase it outright and hold 
it through temporarily unfavorable market 
developments, for a long pull. It has great 
future possibilities and we believe that it 
will eventually show handsome profits. 
Don’t climb for the stock, but wait until 
you can buy it on a weak spot. 


Federal Mining & Smelting’s Position 


H. A. F., Toledo, Ohio.—Federal Mining 
& Smelting, preferred, is selling on its pres- 
ent high yield basis simply because the 
property is regarded as a liquidating propo- 
sition. The only hope that Federal Mining 
& Smelting has for a new lease of life is 
that new ore bodies will be discovered or 
that new properties will be acquired. The 
position of this company was fully discussed 
in an article in August 18 issue of Tue 
Macazine, to which we refer you. We do 
not consider the stock attractive for invest- 
ment at this time. 
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Peerless—A Motor Bargain 


Impressive Record of Earnings and Strong Financial Posi- 
tion—The Analogy of General Motors—Why the Stock 
- Has Sold So Low and Why It Is a Real Bargain. 





By JAMES V. 


TERHUNE 





HERE are none so blind as those 
who won’t see and none so deaf 
as those who won't hear.” 
When General Motors was sell- 

ing at $38 per share and earnings $38 a 

share, there were none so poor to do it rev- 

erence. The Bargain Indicator of indus- 
trials appearing in this publication, for 
many months showed General Motors at 
the head of the industrial list, but ap- 
parently those who saw would not believe. 

Eventually the stock made one of the most 

- spectacular advances ever seen on the New 

York Stock Exchange. The same may be 

said of Bethlehem Steel. 

It is hardly likely that Peerless Truck 
& Motor Corporation’s stock will prove a 
second Bethlehem Steel or a “‘eneral Mo- 
tors, but there are some things in connec- 
tion with this company which call to mind 
those other two issues. As Peerless was 
but two years old last month, it will not 
take long to recount the important factors 
of its organization and sketch the com- 
pany’s development. 


The Pedigree of Peerless 


The company was incorporated in No- 
vember of 1915 under the laws of Virginia 
to acquire the securities of the Peerless 
Motor Car. Co. of Cleveland, Ohio, and 
the General Vehicle Co., Inc., of Long 
Island City. The Peerless Co., which was 
taken over, was incorporated in April of 
1909 under the laws of Ohio, succeeding 
a West Virginia company of the same name 
which was formed in 1902. So it appears 
that the new company has an ancestry dat- 
ing back fifteen years. The General Ve- 
hicle Co. has an even longer pedigree. The 
company taken over by the Peerless Truck 
& Motor Corporation was incorporated in 
1912 as successor to the General Vehicle 
Co., which succeeded the Vehicle Equip- 
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ment Co., which began its existence in 
1900. In 1912 the General Vehicle Co. se- 
cured the American rights from the Daim- 
ler Motoren Gesellschaft of Germany, to 
manufacture the Mercedes gasolene truck. 
Plants and Business 

The new company, which began its ex- 
istence with a flourish of trumpets, under- 
took to produce trucks, automobiles, aero- 
plane motors, ammunition parts and muni- 
tions wagons. In addition to -an export 
business the company manufactures gaso- 
lene and electric vehicles for all classes of 
service, including two, three, four and 
five-ton trucks. The truck end of the com- 
pany’s business has been the most profit- 
able and the chief factor in enabling it to 
show satisfactory earnings. 








TABLE I—TEN MONTHS’ INCOME 
Subsidiary Companies: 


WINGS. WRU. dis vnes Veh ewseayiets $17,073,113 
Costs and depreciation ........ 14,874,329 
a ee $2,138,784 
Total income ................. 2,283,502 
CUED boi deceiedicéete cavities 19,624 
Eee RR Ap a, yee $2,263,878 
P. T. & M. 
Interest balance................ 271,464 
Gish CONE ik. dks ndadvsses dake $1,992,414 








At Cleveland, Ohio, is located the com- 
pany’s main plant, consisting of twenty 
buildings, covering more than twenty acres. 
The General Vehicle plant at Long Island 
City covers more than eight acres, but this 
plant has been more of a liability than an 
asset, as it has not been able to show satis- 
factory totals on the right side of the income 
sheets. The profits of the last two years 
have come from the Peerless trucks and 
pleasure cars manufactured at the Cleve- 
land plant. 
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Consequently when in November it was 
announced that the Long Island plant had 
been sold to the Government for a price 
of approximately $2,500,000, subject to 
final confirmation, the news was regarded 
as being distinctly favorable. 


shares of capital stock, par $50, of which 
200,000 shares with a total par value of 
$10,000,000, are outstanding. There is a 
negligible amount of preferred outstanding 
of only 278 shares with a total par value 
of $27,800. The company’s funded debt 








TABLE II 
CONSOLIDATED BALANCE SHEET, OCTOBER 31, 1917 
Assets: 
Land, plant, blidgs. a equipt., less depreciation 


Patents,’ franchises and g 
of stocks ~ subsidiary companies 


Morketeble securities, current quotations 


oodwill, including cost of acquisition 


Inventories of finished product, work in progress, raw mate- 


rials and supplies 
Sundry investments 
Accts. and notes receivable, less reserves 
Bankers Trust Co. Trustee: 


4,916,924.31 
41,908.00 


962,240.45 
—_—_— 8,583,520.75 


Cash deposited under trust agreement to acquire balance 


of stock outstanding of the Peerless Motor Car Co 


Deferred Assets: 
Development and prepaid expenses 


29,190.00 
106,132.39 
$17,752,673.13 


Capital, Liabilities and Surplus 


Raveteiutite consideration received in cash for following cap- 


$4,898,110.20 


ital stock issued as full paid and non-assessable in terms = 
financial plans filed in accordance with the statutes of Virgi 
Capital stock authorized 400,000 shares of $50 


Whereof issued and outstanding 200,000 shares of $50 


The Peerless Motor Car Company: 

7% Cumulative 

278 shares of 
Funded Debt: 


Peerless Tr. & Motor Corp. 10 yr. 6% sec. conv. gold notes 


cos. 


Accts. payable 

Special deposits 

Sundry creditors and reserves 
Special reserve for contingencies 
Surplus: 

Balance at Jan. 1, 1917 

Add: Net profit for period 


Surplus capital General Vehicle Co. Inc 


10,0007000.00 


d. stock, outstanding in hands of public, 


* §,000,000.00 
280,000.00 


$1,029,815.84 
93,470.91 
433,975.06 
—_ 1,557,261.81 
514,166.42 
$2,575,595.37 
1,992,413.31 


$4,568,008.68 
848,785.52 


$5,416,794.20 


Less: no ge ew fi Peerless Motor Car Co. preferred stock in 


hands of 
Total surplus 


1,459.50 
—__ 5,415,334.70 


$17,752,673.13 








Position of Finances 
By referring to Table II which accom- 
panies this article, the reader will see that 
Peerless Truck & Motor’s capitalization 
consists of an authorized issue of 400,000 


consists of $5,000,000 ten year 6 per cent 
convertible gold notes, and obligations of 
subsidiary companies to the amount of 
$280,000. 

The striking part of this statement, 
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as of October 31 last, is the exceed- 
ingly strong position which the com- 
pany occupies in regard to working capital. 
Current assets total $8,583,520 of which 
$2,450,904 or approximately 28 per cent 
is in the form of cash on hand or in the 
banks. Current liabilities total $1,557,281, 
so that deducting current liabilities from 
net current assets, gives a working capital 
of $7,326,259. 

If the $2,500,000 which the company 
expects to receive from the Government is 
added to current assets the working capital 
would be about the same as the par value 
of the outstanding stock and cash would 
total approximately $5,000,000 or the 
amount of notes outstanding. From which 
it is seen that the company is getting into 
such a position that it may consider re- 
tiring the 6 per cent notes all or in part, 
thereby reducing fixed charges to the ex- 
tent of $300,000 per annum, equivalent 
to $1.50 per share on the 200,000 
shares outstanding. The gold notes be- 
came convertible in November of 1916 
into stock at par, and became subject to 
call in amounts not less than $1,000,000 
at 102 and interest, in May of the current 
year or any other interest date thereafter 
upon 60 days notice. 

Earnings 

In the year ended December 31, 1915, 
Peerless Truck & Motor made net sales 
totaling $12,290,997 and showed a total in- 
come after depreciation but before interest, 
of $3,263,563. Net income after all deduc- 
tions totaled $2,515,562, equivalent to 
$12.50 on the outstanding stock. In the 
following year gross sales increased to 
$13,525,024 but costs of sales on the larger 
amount of business, increased from $8,- 
841,130 to $11,020,265, so that the net 
after depreciation was nearly a million 
dollars less than in 1915, or $2,347,438. 
Interest and other deductions including a 
loss of $550,638 on munition and foreign 
contracts, brought the final net down to 
$1,403,268, the equivalent to approxi- 
mately $7 per share on the stock. 

Sales for the first ten months of the 
current year, as given in Table 1, have 
shown a remarkable increase, totaling 
slightly more than $17,000,000 or at the 
rate of nearly $20,500,000 for the year. 


Net profits for the ten months of $2,000,000 
round figures, is equivalent to approxi- 
mately $10 per share on the stock or at 
the rate of $12 per annum. In other 
words Peerless, like General Motors in 
the latter’s early days, is earning nearly 
as much per share per annum as its cur- 
rent market quotation. Will it show 
market-wise, anything like the record of 
General Motors? Prediction along this 
line would, to say the least, be a rash 
undertaking, but regarding the stock even 
from an ultra conservative viewpoint, it 
appears that Peerless’ record and earnings 
entitle it to a mdch better market-rating. 

To be sure the company carries patents, 
franchises, good-will, etc., among its assets 
at the rather high valuation of $3,710,520, 
but in view of its surplus of $5,416,794 
of which approximately four-fifths repre- 
sents an actual earned surplus, it would 
appear that the good-will item need occa- 
sion no concern. 


Outlook for the Stock 


Outside of the general depression -in 
security values which has marked the cur- 
rent year, it is a just criticism to say that 
the stock of Peerless has been bunglingly 
handled and this has resulted in a decline 
to considerably below its intrinsic value. 
The following tabulation of earnings for 
the last three years is impressive: 

Earned per Share 
1916 
$7.01 


1915 1917 


$12.50 
3 years total per 
3 years average per share 


*Based on 10 mos. report. 


A stock which has averaged for three 
years earnings in excess of $10 per share 
and is selling in the market at between 
$13 and $14 is too cheap. The strong 
financial position of the company, its ex- 
cellent cash showing and its prospects for 
good business not only during the period 
of the war but thereafter, warrant a higher 
market rating. Those who paid higher 
prices for this -issue than are now prevail- 
ing would do well to consider the matter 
of averaging their holdings by purchasing 
at this time before the investing public 
wakes up to the fact that Peerless is a 
real bargain at present prices. 











Triangle Film’s “Fade-Out” 


An Orgy of the “Fillums”—Close-up of the Triangle Tangle 
—An Expensive Experiment 





— 


By VICTOR DE VILLIERS 





HE first reel opens with a fade-in 

of “Water everywhere, but not a 

drop to drink” against the fore- 

ground of a dawn which casts its 

_ Shafts of hope over a Cornucopia 

which pours an endless stream of dollars to 

the horde beneath. The period is 1915. 

Enter the Optimist who talks Figures. 

They are: 100 million customers, a 12 

million daily attendance: 13,000 theatres: 

100 millions of dollars for film-manufac- 

ture in ten years: the fifth great industry: 

and many Filmillionaires as a result. The 

vision ends with the words, “Even as you 
and I.” 

Enter the Triangle 


Enter, Dave Griffith, Tom Ince and 
Mack Sennett, undoubtedly the Doyen of 
Directors. A conference is held, Triangle 
is formed, and investors are invited to come 
in. At around 5, there is no lack of buyers 
for this $5,000,000 combination (later in- 
creased to $8,000,000) since investors are 
assured they are on the Kleine-Lubin-Selig- 
Laemmle trail, and might also become Fil- 
millionaires. Triangle duly takes over 
control of Majestic, Reliance, New York, 
and indirectly Keystone Film Corporations; 
old established companies which have pros- 
pered. A rotund gentleman behind the 
pay-desk talks Contracts to the stellar 
lights and directing genii, and. later the 
stars file off to the bright studio beyond, 
while Investors turn towards the horizon 
where the sun reflects a rainbow beneath 
which is a pot of Gold, marked “Dividends 
—perhaps?” 

Fabulous Earnings? 

In the next reel come reports of $8,- 
000,000 annual earnings, with $16,000 a 
week income from Canada and Europe 
(about 12% on all capital). T.F. soars to 7, 
and the Publicity Man tells. seasonable 
Fables of gigantic Contracts, Bookings and 
Profits. Meanwhile as Gross swells, Net 
shrinks, and Salaries rise, with the record 
to one Charles Chaplin, at $600,000 an- 
nually, and “Doug” Fairbanks at ten times 


the U. S. Presidential stipend. Verily, 
there is money in fillums and the National 
Debt. 

But the Balance Sheet “one year later” 
does not echo prosperity, nor admit of cold 
analysis. “Goodwill $3,514,217” and 
“Film and foreign rights $930,711” are ex- 
tremely intangible, and unsatisfactory 
against “Floating liabilities $2,381,505.” 
“Cash $140,533,” and surplus only $41,- 
569. Earnings of $8,000,000 annually 
would presuppose a more substantial liquid 
cash position. 

Reflecting the poor outlook and increase 
of capitalization to $8,000,000, the stock 
commences to bump against the bottom 
rungs of Fortune’s ladder. Explanations 
are, “overproduction,” “competition,” “re- 
duced returns,” and “high salaries.” 


The Sinking Balloon 


When the Investor now looks round he 
sees Competition, on all sides. Competi- 
tors lose, even on inferior pictures, but 
artistic indifference prevails. It is an 
experiment, and experiments are ex- 
pensive. So Triangle drops its prices, 
stars, directors, advisors, everything. The 
balloon refuses to rise, so the ballast must 
go. Suddenly, Dave Griffith, the Apex of 
the Triangle goes, presumably to save ex- 
pense; and Tom Ince as well as Mack 
Sennett follow him. In their wake, we 
find the majority of our stellar luminaries, 
all heading for rival studios. Where is 
Filmillionairdom, or the K-L-S-L trail? 
Where do we go from here? 

A reassuring word comes from our hol- 
low balloon. It is the word of H. O. 
Davis—‘“reorganization.” 

The reason is puzzling to the uninitiated. 
Income $8,000,000 a year, the best direc- 
tors, the finest stars, the most efficiently 
equipped studios in the world, and an hon- 
est management; why Reorganization? The 
movies are crowded, Charlie gets a million 
a year, five thousand a week salaries are 
as common as peace rumors, but where is 
ours ? 


(525) 





be 8. 
‘THE MAGAZINE OF WALL STREET 


526 





The films have been profitable to stars 
and directors only. To the average in- 
vestor they have been an expensive experi- 
ment. Neither Manager Davis nor any- 
one else has given a near-demonstration of 
a film company’s ability to make money 
for ordinary stockholders. The reason can 
only be stated by ridiculous analogy. Im- 
agine Angelo, Rodin and Kreisler promoted 
into a Virginia Corporation, and the stock 
of Angelo & Co. turned loose on eager in- 
vestors. The old order would die. Michael 
would no longer drive a bargain for a 
tube of sienna, nor August mix his own 
putty, nor Fritz revamp a second-hand bow. 
By the laws of Filmland, Michael would 
get sienna at $1,000 an ounce, August 
would model his “Penseur” out of crushed 
emeralds, and Fritz would render his 
nocturne from a golden Strad. So, with 
the films.” It matters not that the most 
prominent star, or latest recruit to the di- 
rectorial ranks, would gladly work in any 
other allied vocation for a third of film- 
money. It matters not that an autocratic 
director needs fifty thousand feet of nega- 
tive for his five-reel super-feature. It 
matters not that a thousdr . extras wait 
around while the leading lady gets into 
the right frame of mind. ‘The extrava- 
gance is only 75% of the Pesult, and Art 
must not be balked. 

A Babylonic Orgy 

It must be realized that Triangle Film 
is not now the Triangle of 1915. It is 
to be hoped that it is no longer the tangle 
of those feverish days of confusion and 
shuffle: and that with Manager Davis at 
the helm, temperament and extravagance 
will be subordinated to the real interests 
of stockholders. The company is now a 
new one, which has been given another lease 
of life. The balance sheet for 1917 is in 
preparation, and the figures are not yet 
available, but it is confidently believed that 
a saving of some hundreds of thousands a 
year will be effected by closer unification 
of interests formerly identified with the 
parent corporation. It is regrettable that 
no reliable earnings statement has ever 
been published. General, rather than 
specific, figures have been given out, and 
these only indicate that the corporation is 
just “paying its way.” It is confidently 
predicted that the financial showing of 


1917 will reflect a great improvement over 
the 1916 fiscal year. It would not sur- 
prise us to see Triangle arise, like the 
Phoenix from its own ashes, if those at 
present in charge carry out thejr expressed 
determination to run the business on busi- 
ness lines; and not like a Babylonic Orgy 
of thousand dollar bills. The industry is 
here to stay and possesses great earning 
power of a permanent character if properly 
handled. We believe those in charge to 
be capable of so handling it, if the old 
spirit of exuberance does not cloud the 
undeniable claims of the Investors in the 
background. The latter have been over- 
looked in the money feast of the last two 
vears. It seems that their insistent voice 
is now rising—with good effect—above the 
babble of confusion and disorder which has 
hitherto reigned supreme in Investors’ 
Filmland. Manager Davis has heard it. 


Conclusion 

Triangle has not duplicated the suc- 
cesses of its four predecessors. The years 
1915-1916 were about as prosperous as 
any, in the film industry. In those years, 
the Corporation failed to produce net earn- 
ings available as dividends for sharehold- 
ers, notwithstanding large export revenues. 
The loss has been due to wastage and ex- 
periment. Upon past performances, the 
Corporation is overcapitalized; upon a basis 
of former prosperity and expectations 
which failed to materialize. Its 1,600,000 
shares, quoted around 1, are selling on a 
basis of expectations of future earnings 
under a new management seasoned with 
the experience of past blunders. Intrin- 
sically, they are selling for all they are 
worth, until the powers that be can lift 
the organization high and dry out of the 
chaotic conditions of the past. Success 
will depend on efficiency, with extravagance 
and temperament severely cut out. Holders 
should recognize that their shares are a 
gamble—fascinating, but still a gamble. 

Some Advice 


To the intending investor: Until Triangle 
acquires the knack of saving a little net 
from much gross, of making thousands 
stick from millions handled, and demon- 
strates clearly the actual value of its large 
stocks of released and unreleased films on 
hand, we say, “Hands off!” 











Unlisted Security Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
RECOMMENDATIONS, to purchase or sell. 





AETNA—$1,000,000 to Agents Ordered— 
Federal District Court decided that Bassick 
and John, who are suing for about $4,000,000 
in commissions, are entitled to about $1,000,- 
000. The contracts were made with former 
President Moxham and Treasurer Belin, 
against whom liability and restitution suits 
have been brought by ex-Governor Odell and 
ex-Judge Holt, receivers in charge of the 
company’s business. The main ground for 
decision concerning void contracts was that 
the amount of commissions to be paid were 
out of all proportion with the services ren- 
dered, and that previous officers and directors 
had no authority to make such commission 
agreements. 


ATLAS POWDER—Nitrate of Am- 
monia Produced—Has become one of the 
largest producers of nitrate of ammonia in 
the United States through expansion of its 
chemical department. Probably earnings 
for 1917 will compare favorably with those 
of 1916, taking the declaration of 25% on 
the common as an indication. 


CURTISS—Government to Advance 


Funds—Has practically completed arrange- 
ments with Government for taking care of its 
financial programme for duration of the war. 


The Government will advance funds needed 
for working capital and to establish credit. 
Because of large orders, construction of a 
new manufacturing plant was necessary, cost- 
ing $4,300,000, financed by the corporation. 
It was necessary to accumulate an inven- 
tory of $8,000,000. Bills receivable, mostly 
due from Government, are about $3,000,000. 
Shipments totaled $2,800,000 in October and 
about the same in November. Orders are 
sufficient to keep plant running to capacity 
to Oct, 31, 1918. Net earnings are said to 
be highly satisfactory. 


EDMUNDS & JONES—Dividend Re- 
duced to Conserve Resources—Reduction of 
dividend on common from $1 to 25 cents was 
occasioned by the desire to conserve cash 
resources for excess profits tax without re- 
sorting to outside borrowing. Business in 
1917 is in excess of 1916, net for 10 months 
ended Oct. 31, being at the rate of $600,000 
for the year, compared with $561,927 for 1916. 
Company has received Government business 
and also large orders from truck companies 
for lamps. — 


FEDERAL DYESTUFF—Payment of 
Claims Planned—Negotiations are under 
way for leasing of entire plant to a large 
corporation on a basis that will be remunera- 
tive. Should this contract be entered into, it 
will include a clause providing for the pay- 
ment of all outstanding claims. Receivers re- 
port that company is shipping 100,000 Ibs. of 
khakis weekly for uniforms. Company is re- 


ported manufacturing trinitrotoluol for the 
Allies and making shipments regularly. A 
blue dye, which company has perfected, is 
meeting with success. Orders of about 3,000,- 
000 Ibs. of khakis are said to be tendered 
and await outcome of bankruptcy proceedings 
before action is taken. 


JONES BROS. TEA—Sales, November, 
$1,128,352—November sales.were $1,128,352, 
compared with $855,484 for November, 1916, 
a gain of 31.9%. For 11 months ended Nov. 
30, 1917, sales were $10,861,009, against 
$8,761,973 for period of 1916, a gain of 
$2,099,036, or 23.96%. 


PEERLESS—(See special article) 


SUB. BOAT—First Rivet for 150 Vessels 
—John Hunter, inspector, representing 
Chairman Hurley of the Shipping Board, 
drove the first rivet of the first standardized 
5,000-ton steel cargo vessel being built in 
the Newark shipyard of the corporation, re- 
cently. General Manager Worden of the 
yard told spectators that the operation 
must be repeated 350,000 times on each 
vessel and that at the rate at which Allied 
merchantmen had been sunk the fruits of 
the vast toil of that pplant would last 
scarcely three months. Plans call for 
completion of 150 steel ships. The New- 
ark plant is one of the largest in the United 
States and was over 90% completed in 67 
days. It will be possible to have 28 ships un- 
der construction at one time. 


SCRIPPS-BOOTH—Chevrolet Interested 
—At a meeting of Scripps-Booth in Detroit, 
W. C. Sills, treasurer of Chevolet, was elect- 
eda director. As its board is now constituted, 
Scripps-Booth is dominated by Chevrolet-Gen- 
eral Motors interests, and it is expected that 
the policy will hereafter follow more closely 
the methods of manufacture and distribution 
employed by these corporations. 


TRIANGLE FILM—(See special article) 


WRIGHT-MARTIN—War Orders $20,- 
000,000—Reliable estimates of orders for 
battleplane motors and military machines on 
hand total $20,000,000. Company is doing 
some work on a straight price basis, but the 
bulk sufficient to keep plants running to ca- 
pacity until October, 1918, is on a cost-plus 
basis. Wright-Martin. has been operating its 
plants to turn out 10 complete engines daily. 
Production is to be speeded up and it is ex- 
pected that by April, 1918, company will be 
producing 40 engines daily. 12% in back 
dividends has accumulated, but interests close 
to the management are confident that the end 
of 1918 will see the preferred commanding 
a market position more in keeping with its 
asset position. 
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The Technical Position 


Relation to the Major Trend of Prices—Its Importance in 
Day-to-Day Operations 





By THOS. L. SEXSMITH 





HAT fundamental conditions con- 
trol the major price swings in the 
stock market will be conceded by 
practically all students of the sub- 

ject. From a given point, when the forces 
of depression in business have exhausted 
themselves, and a period of constructive 
processes begin, major upward movements 
in the stock market have almost invariably 
set in. Any one who has given the subject 
of price fluctuations in the stock market 
serious study, must have been impressed by 
the apparent regularity with which reac- 
tions against the main prevailing movement 
occur. For, example: the bullish epoch 
between the reopening of the Stock Ex- 


change in December, 1914, to late Novem- 
ber, 1916, was interrupted by several very 


important recessionary movements. But 
during all that period the main purpose was 
to establish higher prices, and the move- 
ment did not end until November 20, 1916, 
having occupied practically twenty-one 
months. 

Throughout this entire period, fundamen- 
tal conditions remained favorable to ad- 
vancing prices for securities. At no time, 
during the period, was there any 
sudden change in the underlying funda- 
mental situation. If anything, whatever 
changes took place were of a favorable char- 
acter. Yet, in May, 1915, the familiar 50 
stock averages sustained what amounted to 
practically a 10 point reaction. From the 
October, 1915, high point there was a re- 
action which lasted until April, 1916, and 
which amounted to over thirteen points on 
the 50 stock averages: My readers will 
understand that many individual stocks 
reacted a much larger number of points in 
both of these setbacks. The month of Sep- 
tember, 1916, furnished one of the most ag- 
gressive upswings seen in recent history, 
yet the latter part of this exceptionally 
strong month yielded fully five points re- 
action on the $0 stocks. This loss was 


made up and five points more added before 
the market saw its top in November. 


Explaining Reactions 


Those who base their market operations 
upon the study of fundamental conditions 
solely, will, no doubt, be at a loss to ex- 
plain the reactions which seemingly occur 
without any good and sufficient reason. 
Granting that the movement in the direc- 
tion of the major swing is the normal one, 
and that it occurs as a result of the develop- 
ment of underlying fundamental conditions, 
one must look to the market itself for a true 
explanation of the frequent contradictory 
movements which occur from time to time. 
The establishment of quotations on the Ex- 
change is the result of a contest between 
two forces—those who believe in higher 
prices, and those who believe in lower. In 
other words, one man sells 1000 Steel, or 
100 Steel or 10 shares of Steel because he 
thinks that at the prevailing quotation Steel 
is relatively dear. He reasons that he may 
be‘able to purchase it later on at a lower 
figure. “On the other hand, the buyer, at 
the offered price, feels that Steel is cheap 
and makes his purchase with the expecta- 
tion that he will be able, later on, to sell at 
a profit. This constantly prevailing differ- 
ence in opinion makes an open market for 
securities possible, and is responsible, in 
a large measure, for that amount of genu- 
ine transfer of securities from one hand to 
another, which takes place through the me- 
dium of the Exchange. 

There are times when opinion with re- 
gard to the immediate price trend is pretty 
well balanced. Demand about equals sup- 
ply, and, as a consequence, price fluctua- 
tions, during the period which this tug of 
war exists, are reduced to the minimum. 
Every now and then, during both bull and 
bear campaigns, will occur a series of days 
during which price movement is compara- 
tively stagnant, and daily volume of sales 
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drops to a nominal amount. Out of such 
unusual dullness has developed some of the 
most important price movements which have 
been recorded. 

Entry of a New Impulse 

When the buying and selling forces find 
that they come practically to the point of 
balance, a new impulse is needed to start 
the market out of its rut, and thousands of 
more or less active traders, whose experi- 
ences have extended over several years of 
all kinds of markets, become intensely in- 
terested in the market which, to the nom- 
inal observer, presents not the slightest in- 
terest or attraction. 

Briefly stated, the point which the expe- 
rienced operator takes is this: In the past, 
dull markets have always preceded active 
markets, and vice versa. From the very 
nature of things the market cannot stand 
still for any long period of time. When 
the market does appear to remain stationary 
it is really getting ready for a quick move- 
ment. The experienced operator stands 


aloof watching to see which way the cat 
jumps, and he loses little time in getting 


aboard as soon as he discovers that the 
movement is actually in progress. 
Degrees of Responsiveness 

Since the market for securities originates 
in the minds of many men of all kinds of 
mental capacity, resourcefulness and expe- 
rience, there are bound to be certain degrees 
of responsiveness to any price movement 
which may take place. If we admit the 
premise that the majority of price move- 
ments have their origin in manipulation or 
pool activity, then the very first to respond 
to a new movement are those who are in 
the know as to the intention of the clique 
responsible for the initial transactions 
which help to start the movement under 
way. Next in line of responsiveness will 
be those quick-thinking and quick-acting 
traders who are constantly watching the 
market for just such a manifestation of 
initial activity. Finally, consciousness of 
the movement spreads to the point that it 
becomes a matter of public note, and is 
elaborated upon through the columns of 
newspapers and the various financial news 
bureaus. If the movement is one which is 
well sustained it becomes a subject of a 
growing amount of publicity, until finally 
it is the livest subject of conversation wher- 


ever persons gather. If it happens to be a 
buying movement it will have by this time 
reached the point, where, apparently, de- 
mand far exceeds supply, and the daily 
marking up of price quotation will continue 
without abatement. 


Everyone Buying, Yet Someone Sells 


During such times everybody appears to 
be buying, yet, at the same time, for every 
buyer there must be seller, other- 
wise there would be no_ transactions. 
When everybody wants to buy one is justi- 
fied in the belief that the public is in the 
market, and the public is usually bullishly 
inclined. When this state is reached one 
hears very little about the selling but very 
much, indeed, about the buying, although 
from some source or another there is a con- 
stant supply of stocks coming to the mar- 
ket. There may be little or no science to 
the buying, which ofttimes comes in such an 
overwhelming flood that it sweeps all offer- 
ings before it. At such times one buyer is 
constantly bidding up the price against an- 
other, but there is always science and acu 
men to the selling, no matter if there is 
none to the buying. Even in the most ram- 
pant bull market excellent care is taken 
by those who have an abundance of stocks 
to sell, to see that too much stock is not 
sent to the market at any one time. 

Yet, there must come a time when all 
apparent demands are filled. As soon as 
it is seen that this stage has been reached, 
offerings will, ordinarily, be withdrawn or 
maintained only in such quantity as to 
bring about an orderly recession. An un- 
derstanding of this procedure will go a 
long way to clear up the prevailing doubt 
as to what causes are responsible for the 
technical phrase, an “overbought market.” 
Reverse of the above in a market whose 
prevailing trend is downward often results 
in a condition which is commonly referred 
to as an “oversold market.” 


Technical Situation Constantly 
Changing 
The technical situation is constantly un- 
dergoing change. It is getting better or 
worse, depending upon whether one is a 
bull or a bear at the time. The ideal tech- 
nical situation, from the standpoint of a 
bull, develops after a severe reaction has 
taken place. A vast number of weak ac- 
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counts have been shaken out and, conse- 
quently, stocks are in relatively strong 
hands. The market may have been de- 
clining steadily for about ten days, during 
which time daily volumes have been ex- 
panding progressively, until a day comes 
when low prices for the movement have 
been registered. To the inexperienced ob- 
server the market will look to be at its 
weakest when the extreme low prices are 
being made, but it is at that very moment 
when the technical position is strongest. 
The rally which almost invariably takes 
place within the next few hours, and which 
often extends for several days, furnishes 
the best proof of this. 


The Art of Market Diagnosis 


To become really expert in the diagnosis 
of the technical position of the market re- 
quires considerable concentration and an 
abundance of patience. The investor who 
bases his operations upon the fundamental 
conditions, business prospects and banking 
resources, does not necessarily need to know 
much about the inside technical conditions 
prevailing in the market. But for the day- 
to-day speculator, and perhaps, too, for the 
so-called long bull trader who tries to ob- 
tain the cream of the ten to twenty point 


swings, a knowledge of the technical posi- 
tion of the market is_ imvaluable. 
Even while trading in harmony with the 
prevailing trend of the market, if he is to 
obtain a satisfactory return on the amount 
of capital employed in his operations, the 
speculator must enter the market at an ad- 
vantageous time, and must close his trades 
at a point approximately close to the ex- 
tremes registered by the movement in his 
favor. He may not be able to catch all the 
swings, but he must get a good slice out of 
the middle of a number of them if he is 
going to make up the inevitable losses 
which occur from time to time, and re- 
tain a goodly balance in his favor. If he 
is a bear and the market is in the long 
down swing, he cannot hope to make any 
money if he sells at the bottom of the tech- 
nical reactions and then covers around the 
tops of the succeeding rallies. No matter 
how good a bear he may be he would be 
almost certain to lose money by such tac- 
tics, even during a most favorable bear 
market. 

~ By an intensive study of the technical 
position of the market, as disclosed by the 
principal fluctuations and the volume of 
sales, he will finally be able to select the 
most opportune times for buying and selling. 
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Tidal Swings of the Stock Market 


Part VII—Price Movements in Bull and Bear Markets— 
Some Interesting Differences—Why the Downward 
Swing Is Shorter Than the Upward 





By SCRIBNER BROWNE 
(Author of “How to Read the Financial Page,” Etc.) 





N the first chapter of this series I 
mentioned the fact that bear mar- 
kets are usually shorter than bull 
markets. The subject is of suffi- 

cient importance to warrant a more thorough 
examination. 

It is understood, of course, that the tidal 
swings are not limited by time. They are 
created by conditions, which may work 
themselves out slowly or quickly, in a great 
variety of ways. At the same time, as we 
have already seen, the combined upward 
and downward swing involved in a “Minor 
Cycle” usually does, as a matter of fact 
and history, occupy a period of three or four 


years. 
This is because about that length of time 
is necessary for the conditions which cause 
the swing to work themselves out. Economic 
forces always work slowly. 
Analysis of Fifteen Years 
If we examine the broad market move- 


ments of the past fifteen years, we arrive at 
substantially the following time schedule: 


Months * 


Bear, Sept., 1902 to July, 1903 
Accumulation, July, 1903 to April, 1904.... 
Bull, March, 1904 to Jan., 1906 
Distribution, Jan. to Dec. 1906 

Bear, Dec., 1906 to Nov., 1907 
Accumulation, Nov., 1907 to Feb., 1908 
Bull, Feb. 1908 to Au 

Distribution, Aug. to 

Bear, Dec., 1909 to July, 1910 
Accumulation, July to Oct. 1910 


(July, 1913, to Oct., "14, deranged by _ 
Bull, Oct., 1914 to Nov. 1916 
Bear, Nov., 1916 to present date 
Some of these periods need a little com- 
ment. I have classified the period from Oc- 
tober, 1910, to September, 1912, as a bull 
market in spite of the fact that it embraced 
a sort of minor bear market for two months 
in August and September, 1911. This ex- 
ceedingly sharp reaction was due for the 
most part to foreign selling. Europe really 
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feared war then, and we have since learned 
that its fears were justified, although the 
war did not break out until nearly three 
years later. The result was a big setback 
in prices, but I believe the entire period 
should be classified as a long, slow bull 
market. 

At the top of the upward swing which 
culminated in 1912 there was no long period 
of distribution, and the same was true in 
the fall of 1916. In the latter instance there 
had already been a good deal of distribution 
throughout the year, and a good deal more 
was done on rapidly falling prices during 
December and January. 

As to the period from June, 1913, to the 
War Panic of 1914, we can hardly say that 
it was a part of a normal bear market. It 
practically defies classification. General in- 
vestment conditions were favorable to an 
advance but prices refused to rise. We 
can see now that the reason lay in appre- 
hension of the war which finally came in 
July. The war had cast its shadow before, 
like most coming events. 

In the above list we have four complete 
bear markets, lasting 10, 11, 6 and 8 months 
respectively, or an average of about 9 
months. The present bear market has 
lasted 11 months at the time this is written. 

On the other hand, the four bull markets 
lasted 22, 17, 23 and 23 months, an aver- 
age of about 21 months, or a little more than 
twice the average length of the bear mar- 
kets. 

About the same relation will be found in 
smaller movements. For example, the dis- 
tribution period of 1906 included a quick 
fall and a rise lasting about twice as long; 
the decline in the middle of 1911, already 
mentioned, was very sharp; and of course 
the war break of 1914 was unprecedentedly 
precipitous. 

The Reason 

It is easy to see the reason for this dif- 

ference. The stock market is always carry- 
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ing a load of “undigested” securities. When 
a new issue of stock is brought out it usu- 
ally goes first into the hands of speculators 
or speculative investors, since it is not 
“seasoned” enough for the sort of investor 
who expects to hold his stocks indefinitely 
for their dividends. In some instances prac- 
tically the whole issue may eventually drift 
into the strong boxes of investors who will 
not sell it, and the load is then off the mar- 
ket. But in other cases this never hap- 
pens. U. S. Steel common is a notable ex- 
ample. The company was formed in 1901, 
but about half of the common stock is still 
in the hands of people who are more inter- 
ested in market profits than they are in its 
dividends. 

During a bull swing a considerable part 
of the market’s load of undigested stocks is 
frequently passing from one owner to an- 
other. Nine-tenths of the public work en- 
tirely on the bull side. It is only the semi- 
professional who takes the short side. 
Hence on reactions in a bull market, there 
are plenty of new buyers to come in and 
carry the load. But once a bear market 
is fairly started, nobody really wants to 
carry stocks except the investor who pays 
no attention to prices and merely looks at 
the dividends. Speculators and speculative 
investors who have stocks have them be- 
cause they are waiting for a chance to “get 
out,” either with a profit or with a smaller 
loss than they have at the moment. When 
they give up and sell out, or as frequently 
happens in the case of holders on margin, 
are forced out, there are few buyers. Hence 
prices decline more rapidly than they ad- 
vanced in the bull market. 

To draw a metaphor, from the force of 
gravitation, since the market carries a load 
it has to be pushed up but falls down of 
itself. Therefore it naturally falls faster. 

Influence of Commodity Prices 


The attempt has several times been made 
to show that bear markets are normally 
longer in periods when the tendency of com- 
modity prices is downward than when com- 
modity prices are rising. Thus it has been 
calculated that from 1871 to 1896, when 
the broad tendency of commodity prices was 
downward, bear markets averaged nearly 
as long as bull markets, while since 1896, 
with a general upward drift of commodity 
prices, bull markets have been about twice 
as long as bear markets. 
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I was at first inclined to think that some 
connection might be traced here, but on 
further reflection I doubt it. I do not see 
on what reasoning it could be soundly 
based. I believe it is far more likely that 
the difference since 1896 is due to the great 
change in the character of the stock mar- 
ket. 

A big, wide-spread public speculation in 
this country really had its birth in the great 
bull market which started in 1897. The 
market of earlier years was a much nar- 
rower affair, pretty much confined to 
genuine investors and to a small number 
of professional speculators and their follow- 
ers. This is probably the reason for the 
change in the relative length of the up and 
down swings. 

It is, in fact, very little use to study the 
markets of a quarter of a century ago. We 
are living now in a new world, financial, 
economic, business and investment, as com- 
pared with that earlier period. 

How This Affects the Investor 


This discussion of the relative length of 
bull and bear markets may seem at first 
glance a little bit technical, but it has a 
very real application to practical investing. 

In the first place, since no bull market 
for twenty years has lasted less than a year 
and a-half, the investor who holds stocks 
when the market starts or who buys them 
early in the bull movement does not need to 
be in a hurry about taking his profits. And 
that is something which the average specu- 
lative investor is very likely to do. In fact, 
the principal reason why he loses money is 
that he takes a small profit and a big loss. 

If he has stocks when the bull market 
begins—having very possibly carried them 
over from the previous bull movement—he 
argues that since conditions are very bear- 
ish no great advance is likely, and that he 
should therefore sell his stocks on the first 
fair advance and await an opportunity to 
repurchase at a lower price. He does this, 
and perhaps the market reacts, but not so 
much as he expects and the final result is 
that prices go up without him. He dislikes 
to buy his stocks back at a higher price 
than where he sold, so he keeps waiting fot 
a break, until at last the market becomes 
very strong and conditions appear to him 
so bullish that he concludes the only thing 
to do is to buy at the market—but by that 
time prices are relatively high. If he had 


judged the market by a broad consideration 
of the tidal swings, remembering that a 
bull market lasts one and a half or two 
years, he would have been much better off. 

The same thing is true of the bear mar- 
ket. The investor who buys after a year or 
so of falling prices is in a comparatively 
safe position, even regardless of all other 
considerations. He will not buy at the bot- 
tom, but it is doubtful whether anybody 
ever does that, except by accident. 

Another point is that, in view of the 
length of the average bull market, the holder 
of dividend-paying stocks has a material 
advantage over the owner of non-dividend 
payers. Carrying a non-dividend stock for 
a couple of years means quite a bit of in- 
terest money. The dividend-paying stock 
usually carries itself, since the dividends on 
the average will about pay for the use of 
the money. e 

A non-dividend paying stock may of 
course be such a bargain that it pays to buy 
it even with the handicap of loss of inter- 
est, but it takes a good deal more skill and 
knowledge of the markets to pick out such 
a stock than to select a good dividend- 


payer. 


Bearing these points in mind, the investor 
who never takes the short side should be 
able to get dividends on his money about 


two-thirds of the time. And when a bull 
market has continued for nearly two years 
he will be able to calculate that his best 
policy is to turn his stocks into money and 
buy one-year notes or commercial paper, or 
plan in some way to use his money outside 
the market for about a year. 

As for the investor who is not prejudiced 
against the short side—and to me operations 
on the short side appear just as legitimate 
and just as useful to the community as on 
the long side—it is evident that he should, 
as a rule, get nearly double the profits in 
the same time as on the long side. 

But it is dangerous, from the long pull 
point of view, to take the short side after 
six months or more of bear market—and 
that is just when the average speculator is 
most tempted to take it. Short sales, if 
made at all, should be put out early in the 
bear market. Then the seller will be in a 
position to afford support to the market 
by buying back when stocks are at their 
weakest. 

(To be continued) 























Technical iad Miscellaneous Inquiries 





Right of Banks to Call Loans 


ip osm advise me if it is necessary or 

safer to buy stocks outright in times of high 

money. If a safe margin of 50 per cent is a 

and stocks do not decline near the margina 

point, would banks ever call such well mar- 
ined stock loans. I prefer safe margins, as 
can buy more shares. 

Ans—A margin of 50 per cent on semi- 
speculative stocks should be a very ample 
one, though of course the safest way to buy 
in times of uncertainty and depression is out- 
right. Banks have a right to call loans at 
any time unless special conditions are pro- 
vided, as in time loans. 


Dividends on Margined Stock 
Q.—Gave dividend paying preferred stock 
as margin to my broker. Margin calls have 
always been promptly responded to in full 
amount required. Had not received check 
for last dividend and upon inquiry was told 
stock has been transferred in broker’s name. 
Had the broker the right to do this? 
Ans.—Inasmuch as the preferred stock was 
placed as collateral and you did not specify 
that it was to be retained in your name, the 
broker has the right to transfer it to his 
own name. When the broker has transferred 
the stock to his name, he is obligated to col- 
lect the dividend and credit you with the 
full amount. 


Restrictions on Loans on Stock Under War 
Conditions 

Q.—I would like to ask you, if, in your 
opinion, with the long continuation of the 
war, there is any likelihood of loans being 
discontinued to brokers for the carrying of 
stocks on margin. Should this event ma- 
terialize, what is likely to occur: the gradual 
increase in the cost of money, or keeping 
this at a more or less flat rate, with a selec- 
tion of the ventures which that money shall 
carry? 

Ans.—We can only say that in our opinion 
it is not likely that loans to brokers for car- 
rying stock on margin will be entirely dis- 
continued, even though the war should last 
a long time. 

In view of the necessity of selling govern- 
ment bonds all the time, it is probable that 
nothing will be done which will tend to un- 
settle the investment situation. Refusals by 
the banks to lend money for carrying stocks 
= margin would certainly have such an ef- 
ect. 

We think it far more likely that the situa- 
tion will be left to work itself out through 
the money rate as usual. The banks will 
naturally charge a higher rate of interest on 
money which is to be used for carrying highly 
pcre Owes stocks than they charge on stocks 
which are of a strictly investment character. 








Money Rates 


Q.—Will you be kind enough to explain, 
through the columns of THE MacazINne oF 
Watt Srreet, the meaning of following terms, 
giving examples, if necessary and avoiding 
technical expressions: 

(1) Call Money; (2) Renewal rate; (3) 
Clearing rate; (4) High Money; (5) Time 
Money; (6) Flat rate. 

Ans.—(1) Call Money:—These are funds 
which are borrowed by the broker from banks 
or other brokers for which they deposit col- 
lateral exceeding the amount of the money 
borrowed by a sufficient margin to satisfy 
the lenders, which loan may be called in and 
canceled by the lenders, or may be returned 
by the borrower the next day or any day 
thereafter upon written or telephone notice 

(2) Renewal rates :—Brokers borrow money 
to give them sufficient funds to pay for the 
stocks which they have purchased for cus 
tomers on margin. A need for this borrow- 
ing is to make up the difference between the 
margin deposited by the customer and the 
market price of the securities which are paid 
for, less capital used. In loaning this money 
the lender, of course, charges interest, etc., 
and the general market for the lending is on 
the New York Stock Exchange. The inter- 
est paid by the borrower is determined ac- 
cording to the supply and demand of money 
and when sufficient loans have been made an 
average of the rate charges is taken and is 
posted on the bulletin board of the money 
section of the Exchange. This rate is used as 
a basis for the renewal or reborrowing of all 
call loans, such as described above for the 
day in question. 

(3) Clearing rates:—Refer to the money 
interest rates which are charged by the broker 
who borrows stocks for short sales or for 
other purposes, paying the-market price for 
them and charging the lender of the stocks 
for the use of the money. 

(4) High Money :—Is when the interest rate 
goes above the normal. High rate is usually 
classified from 5 per cent. upward. 

(5) Time Money:—Is the same as Call 
Money for the purposes involved, but the 
lender and the borrower specify a time for 
which the loan must stand. 

(6) Flat rate:—Is where no interest is 
charged for money. An instance of this is 
where A borrows 100 shares of Delaware & 
Hudson stock against a short sale which he 
has made and pays the market price to the 
lender of the stock but received no interest 
on his money because of the fact that the 
stock is difficult to borrow, and therefore 
the lender of the stock is in the position of 
being willing to put up collateral to secure 
the borrowed stock, without receiving interest 
therefor. 


——_ 
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IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred into the 
Owner’s Name Before the Date of the Closing of the Company's Books 














Div. Last 
Rate Name Div’d 

A 
$8 Abmeek Mining ...... Q 
7% Allis-Chalmers Mig p-. 1%% Q 
.... Allis-Chalmers, p. ext. m&% Q 
6% Amer Agric Che: m p.. 14% Q 
6% Amer Agric Chem c.. 1%% Q 
8% Am Beet Sugar c....2 %&Q 
..-. Am Beet Sugar c. ext.. 12 % 
$3 Amer Gas & Blec p..75e 3 
5% American Ice p...... 1K%% 
7% Amer Locomotive p... 1%% Q 
6% Amer Malting ist p.1%% Q 
6% Amer Malting 2d p.. 14% Q 
70c Am Milling ......... 70e A 
..-. Amer Shipbidg c ext.. 24% 
8% Amer Tel & Tel...... 2 %Q 
7% Amer Woolen p...... 1%% Q 
5% Amer Woolen c...... 1%% Q 
$8 Anaconda Copper . $2 Q 
2% Armour & Oo......... 2%A 
5% Associated Oil ...... 1%% Q 
5% AT &S F p......-.. 2%% 8 
7% Ati Coast Line c...... 3%% 8 
5% Atl Gulf & WISSp1k%Q 
$10 Atl Gulf & W1S8 8 c.$5 8 
.-». At Gulf &W 1 8 S ext $1 

B 
7% Barrett Co p........- 1%% Q 
7% Barrett Co c........+. 1%% Q 
..+»» Beth Steel ¢ ext..... e200% 

Cc 
8% Central Fdy ist p..... 2 %8 
5% Fdy ord p.... 1%% Q 
..-» Chalmers Motor ...... a7Se 
4% Chic Pneumatic Tool.. 1 % Q 
7% Chic RI & Pac 7% p.a3%% 8S 
6% Chic RI & Pac 6% p.ad & S 
6% Cities Service p...... 14% M 
6% Cities Service p...... %% M 
6% Cities Service c..... - 2&M 
..«. Cities Service c ext... e&% 
.... Cities Service c ext.. e% % 
5% Cleve Cine SS Sse 1%% Q 
$3 Colo Fuel & Iron c...T5ec WY 
$3 Colo Fuel & Iron c.. T5e Q 
8% Commonwealth Edison. 2% 
4% Comp-Tab-Record ,....1 % Q 
..++ Consol Coal ext....... 5 % 
.... Continental Can c exte35 % 
7% p.-.. 1%% Q 
..-. Cramp (Wm)-& Sons.. 3 % 

D 
9% Delaware & Hudson.. 2%% Q 
$5 DL & W Coal....... $1.25 Q 
$10 Del Lack & — R R.$2.50 Q 
8% Detroit Edison ...... 2%Q 
2% Distillers Soeur cesoee %% Q 
7% Dominion Coal p..-... 3%% 8 
6% Dominion Steel p..... 1%% Q 
7% Dominion Textile p. 1%% Q 
6% duP deN & Co deb stk 1%% Q 
5% duPont deN Powder p 1%% Q 
6% duPont deN Powder c 1%% Q 

E 
10% Eastern Steel c....... 2%% Q 

G 
8% General Chemical ¢.. 2 % Q 
-.+. General Chem c ext. .e5 %e 
8% General Elec Go Q 
..+. General Blect ext %o 
7% Goodrich (B F) p. %% Q 
4% Goodrich (B F) c. FQ 
10% Granby Cons M %% Q 
7% Great Northern Ry %% Q 
8 Indiana Pipe Line Q 
$8 Inspira Cons Cop.. Q 
5% Int'l Harv of N. J c. 1%% Q 
6% In’l Mere Marine p...3 % 8 
6% In’l Paper p ......-- 1%% Q 

? K 

€% Sane Sty Sout p.. 2 % Q 
$8 Lehigh Val Coal Sales.$2 Q 
$5 Lehigh Val BR R p...$1.25 Q 
$5 Lehigh Val R RB c....$1.25 3 
7% Louisville & Nashville 34% 


Books 
Close 


18 


. 31 
. 31 
. 24 


24 
12 
17 
18 
15 

5 
10 
10 
30 
15 


. 31 


13 
13 


. 19 
. 31 


. 28 


. 21 


Payable 
Jan. 10 
Jan. 15 
Jan. 15 
Jan. 15 
Jan. 15 
gJan. 31 
, ‘3 
Feb. 1 
Jan. 25 
Jan. 21 
Feb. 1 
Feb. 1 
Jan. 15 
Feb. 1 
Jan. 15 
Jan. 15 
Jan. 15 
Feb. 25 
Jan. 15 
Jan. 15 
Feb. 1 
Jan. 10 
Jan. 1 
Feb. 1 
Aug. 1 
Jan. 15 
Jan. 2 
Feb. 17 
Jan. 15 
Jan. 15 
Jan. 15 
Jan. 25 
Jan. 14 
Jan. 14 
Feb. 1 
Mech. 1 
Feb. 1 
Feb. 1 
Mar. 1 
Jan. 21 
Jan, 25 
Apr. 25 
Feb. 1 
Jan. 10 
Feb. 1 
Feb. 21 
Jan. 15 
Feb. 1 
Mar. 20 
Jan, 15 
Jan. 21 
Jan. 10 
gJan. 18 
Feb. 1 
Feb. 1 
Jan. 15 
Jan. 25 
Feb. 1 
Feb. 1 
gJan. 15 
Dec. 1 
Feb. 1 
Jan. 15 
Jan. 15 
Jan. 2 
Feb. 15 
Feb. 1 
Feb. 1 
Feb. 15 
Jan. 28 
Jan. 15 
Feb. 1 
Jan, 15 
Jan. 15 
Jan. 16 
Jan. 12 
Jan. 12 
Feb, 11 
( 





Div. Last 
Rate Name Div'd 
M 
6% Mexican Petroleum c.. 1%% Q 
10% Mexican Telegraph ... 2%% Q 
4% Michigan Central 2¢%8 
$12 Mohawk Mining ..... $6 8 
« N 
7% National Biscuit c.... 1%% 3 
5% Nat Cloak & Suit c.. 1%% 
16% New Jersey Zinc..... 4&2 
5% New York Central.. 1%% Q 
«++» New York Dock p....3 %@ 
--+» N Y Ontario & West ¢ 2 %& 
$1 Nipissing Mines ..... Ze Q 
-.++ Nipissing Mines ext..25¢ Q 
4% Norfolk & Western pl &@& Q 
-.+. Norfolk & West c ext1 % 
5% North American Co.. 1%% Q 
$1 North Butte Mining... 25¢ Q 
7%-Northern Pacific 1%% Q 
7% North States Pow p.. 1%% Q 
7% North States Pow c.. 1%% Q 
oO 
Ohio Cities Gas c ext.ech &% 
$2. 50 Ohio Fuel Supply..... 62%c Q 
6% Otis Elevator p 1%% Q 
5% Otis Bilevator c 1K%% Q 
P 
6% Pac Tel & Tel p...... 1%% Q 
$3.50 Pan-Am Petrol & Tre.87%e Q 
$38 Phila Coc .......... T5e Q 


pes 


. Pitts Cin C 


5 5% 


Cits Cin Cc & St. 


L p. 
> & St Le. 24% 
Pistbaret Coal (N J) p 1%% 


3 % 


Books 
Close 


*Dec. 
*Dec. 
*Dec. 
*Jan. 


*Dec, 
*Jan. 
*Jan. 
*Jan. 
*Feb. 
*Dec. 

Dec. 

Dec. 
*Jan. 


15 


. B1 


8% United Fruit 
$4 United Gas Impt 
6% United Paperboard p. 
7% U 8 Indust Alcohol Dp. 
eS S Sm Ref & Min p. 





Bio 


FRR 
PRR R 


U 8 Sm Ref & Min c. 


*” 
= 


&% 
3% 


Va-Car Chem p 
Va-Car Chem c 


Wabash Ry p A 


Wells Fargo & Co.... 
Western Power Corp p. 


* 


1 
1 
1 


RR 


Rs 
RKKRA 


Western Union Teleg. 
-.-» Western Un Teleg ext 1 
$7 West’bouse Air Brake.$1. 
$3.50 West’house Bl & Mf c.87%e 


Y 
. York Rys p ext....m§1.25 


* Stock of record on this date; books 
a Initial div. d Paid in scrip. 
g Payable 1918. m Acct. 
10% on old stock. 


a5 


Q 
6% Pittsburgh Coal (Pa) p 14% Q 
-... Pitts. Coal (Pa) p..d33%% * 
$5 Pitts & Lake Erie....§2.50 § 
$12 Prairie Oil & Gas....33 Q 
..++ Prairie Oil & Gas ext.$2 
20% Prarie Pipe Line..... % Q 
-... Prarie Pipe Line ext. 5 % 
8% Proctor & Gamble p.. 2 % Q 
R 
$2 Reading Co 24 p..... 50c Q 
8% Reading Co c........ 2%8Q 
6% Repub Iron & Steelc. 14% Q 
6% Republic Ry & Lt p.. 14% Q 
4% Republic Ry & Lt ¢c..1 @Q 
8 
$1 Shattuck-Arizona .» -25e Q 
.-+. Shattuck-Arizona, ext..25¢ 
4% Standard Milling c... 1 %@ Q 
..-. Standard Mill c ext..el %@ 
7% Steel Co of Canada p. 1%% Q 
6% Steel Co. of Canada c. 1%% Q 
8% Stetson (J B) p...... a s 
-.-» Stetson (J B) c...... 1 %& 
6% Superior Steel c...... 1%% Q 
30c Tonopah Mining ...... %e Q 
$5 Transue & Williams..$1.25 Q 
U 
$6 Union Switch & Sig, p.$1.50 Q 
$6 Union Switch & Sig e.$1.50 Q 
7% United Drug Ist p.... 1%% Q 
6% United Drug 2d p.... 1%% Q 
Q 
Q 
Q 
Q 
q 
Q 
Q 
3 
Q 
Q 
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ace. divs. 


*Jan. Jan. 
do not close. 


r Bquivalent 


e Paid in common stock. 


to 





THE MAGAZINE OF WALL STREET 


Do you now own securi- 
ties that show you a loss? 
Are you fully posted as to 
the securities you own or 
those you intend to pur- 
chase? 


During these strenuous 
war times, every investor, 
to be successful, must 
keep awake and watch 
closely all developments 
affecting the value of his 
investments. 


The Magazine of Wall Street Keeps You Posted 


It will guide you in the purchase of your securities and keep you informed as to subsequent 
developments. The articles are written in non-technical language so that every investor can 


understand and act upon them. 


Tne Magazine of Wall Street has devel- 
oped thousands of inexperienced buyers of 
securities into successful investors and 
made successful investors still more suc- 
cessful. What it has done for others it can 
do for you. 

Five dollars invested in a subscription to 
The Magazine of Wall Street may make or 


save five hundred dollars for you. Send 
your order today. Use coupon below. 


One Dollar and your address will bring 
NEXT FIVE ISSUES by mail 





FILL OUT AND MAIL 
as MAGAZINE OF WALL STREET, 
r 


New York. 

Enclosed find check for $5.00. Please send 
me The Magazine of Wall Street for one year, 
including full Privileges of the Investors’ Per- 
sonal Service Department. 


SPECIAL OF FER—Next Five Issues $1.00. Jan. 5 








HOW ONE INVESTOR WOKE UP 
An exact copy of a letter received on Tuesday, Sep- 
tember 18, 1917, from one of our subscribers. 
Muncy, Pa. 
To The Magazine of Wall Street: 

In an idle moment, while carelessly turning over 
the —_ of an unfamiliar magazine, my eyes caught 
the following words in large WE 

T SLEEPING INVESTORS! 

All day those words were before me, they would 
fade away, then return, they appeared in my dreams 
that night; then as in a flash my brain grasped the 


truth. 

THOSE WORDS MEANT ME; I was a sleeping 
investor, not only sleeping but so wrapped up in my 
egotism that I was even snoring. 

In my ignorance, like thousands of others, I had 
bought the stocks of corporations about which I knew 
absolutely nothing; so long as dividends arrived my 
confidence was complete, never questioning whether 
these dividends were honestly earned or honestly paid, 
whether the money invested was in safe hands or 
not. 

Enough; that was nine months ago. 

Detail would be tedious, suffice it that my first act 
was to subscribe for The Magazine of Wall Street in 
which I had seen the words which had aroused me. 

Each issue of the es upon its arrival was 
carefully studied, gradually my brain responded to its 
teachings and today my money is in practically safe 
corporations, the principle is deubled and the divi- 
dends a little more than double. 

In my heart is a deep and sincere feeling of grati- 
tude towards those who have made it possible for 
others to awake and profit by the a 

(Signed) M. R. ROBB. 











